
Th eewate rs kl oof 

Municipality 


DRAFT MTREF BUDGET 


2012/2013 to 2014/2015 


29 March 2012 


Council Resolution C30/2012 
(Original version in English) 
Copies of this document can be viewed: 

• In the foyer of all Municipal offices 

• All Public Libraries within the Municipality 

• At www.twk.orq.za 


Table of Contents 


List of Tables (ii) 

Abbreviation and Acronyms (iii) 

PART 1 - ANNUAL BUDGET 

1. Council Resolutions 1 

2. Executive Summary 4 

3. Operating Revenue and Expenditure Framework 6 

4. Capital Expenditure 7 

5. Annual Budget Tables 8 

PART 2 - ANNUAL BUDGET 

6. Overview of Annual Budget Process 22 

7. Overview of Alignment of Annual Budget with IDP 26 

8. Measurable Performance Objectives and Indicators 31 

9. Overview of Budget Assumptions 38 

10. Overview of Budget and Funding 53 

11. Capital Expenditure Budget Details 56 

12. Expenditure on Allocations and Grant Programmes 71 

13. Annual Budgets and Service delivery and Budget Implementation plans- Internal 

Departments 73 

14. Legislation Compliance Status 77 

15. Other Supporting Documents 78 

16. Overview of Budget Related Policies 80 

17. Municipal Manager’s Quality Certificate 99 


1 


List of tables 


Description Page 

1. Budget Summary (Table A1) 8 

2. Budgeted Financial Performance (Revenue and Expenditure by Standard 

Classification) (Table A2) 10 

3. Budgeted Financial Performance (Revenue and Expenditure by Municipal Vote) 

(Table A3) 11 

4. Budgeted Financial Performance (Revenue and Expenditure) (Table A4) 12 

5. Budgeted Capital Expenditure by Vote, Standard Classification and Funding (Table 

A5) 14 

6. Budgeted Financial Position (Table A6) 16 

7. Budgeted Cash Flows (Table A7) 17 

8. Cash Backed Reserves/Accumulated Surplus Reconciliation (Table A8) 18 

9. Asset Management (Table A9) 19 

10. Basic Service Delivery Measurement (Table A10) 20 

11. Reconciliation between the IDP Strategic Objectives and Budgeted Revenue 

(Table SA4) 30 

12. Reconciliation between the IDP Strategic Objectives and Budgeted Operating 

Expenditure (Table SA5) 30 

13. Key Financial Indicators and Ratios (Table SA8) 32 

14. Salaries, Allowances & Benefits (Political Office Bearers, Councillors/Senior 

Managers)(Table SA23) 38 

15. Summary of Personnel Numbers (Table SA24) 38 

16. Monetary Investments by Type (Table SA15) 56 

17. Capital Expenditure on New Assets by Asset Class (Table SA34a) 59 

18. Capital Expenditure on Renewal of Existing Assets by Asset Class (Table SA34b) 
60 

19. Repairs and Maintenance Expenditure by Asset Class (Table SA34c) 61 

20. Capital Expenditure details (Table SA36) 62 

21. Detail of borrowings (Table SA17) 64 

22. Budget Cash Flow Statement (Table A7) 65 

23. Cash backed Reserves/Accumulated Surplus reconciliation (Table A8) 66 

24. Funding Compliance Measurement (Table SA10) 67 

25. Expenditure on Allocations and Grant Programmes (Table SA19) 71 

26. Supporting detail to Budgeted Financial performance (Table SA1) 78 

27. Supporting detail to Statement of Financial Position (Table SA3) 78 


ii 


Abbreviations and Acronyms 


IDP Integrated Development Plan 

MTREF Medium Term Revenue and Expenditure Framework 

NERSA National Electricity Regulator South Africa 

kl Kilolitre 

kWh Kilowatt 

VAT Value Added Tax 

SMME Small Micro and Medium Enterprises 

CPI Consumer Price index 

MFMA Municipal Finance Management Act 56 of 2003 

GFS Government Financial Statistics 

MBRR Municipal Budget and Reporting Regulations 

GRAP International General Recognized Accounting Practice 

MSA Municipal Systems Act 

MIG Municipal Infrastructure Grant 

LED Local Economic Development 

SDBIP Service Delivery Budget Implementation Plan 

DoRA Division of Revenue Act 

PDO Departmental Objectives 

KPI Key Performance Indicator 

KPA Key Performance Area 


1. 


Council Resolutions 


1 . That Council resolves that the Draft Annual Operating Budget of the Municipality for the 
Financial year 2012/2013 and indicative for the two projected Outer Years 2012/2013 
and 2014/2015 be approved as set out on Tables A1, A2, A3 and A4 

2. That Council resolves that the Draft Annual Capital Budget of the Municipality for the 
Financial year 2012/2013 and indicative for the two projected Outer Years 2013/2014 
and 2014/2015 be approved as set out on Tables A1, A5 and SA36, 

3. That Council resolves that the Monthly Cash Flow Forecasts with appropriate 
amendments be approved as the Cash Flow Budget of the Council for the 
201 2/201 3Financial year as set out on Tables A1, A7 and SA30. 

4. That Council resolves to adopt the Draft Integrated Development Plan . 

5. That Council resolves that the Draft Tariff Charges be approved for the Financial Year 
2012/2013 and note that Electricity Tariff will be finalized as soon as NERSA announces 
the increase in tariffs for Municipalities. (Annexure B). 

6. That the Draft Monthly Indigent Subsidy in respect of 6kl Water, 60KwH Electricity, 
Refuse, Sewer and Informal Settlement Plot Rental (where applicable) are approved 
and that the applicable free basic Services subsidies be calculated on the approved 
tariffs for the applicable Services and measurable units. 

7. That the Indigent Threshold be increased when the new/increased social grant amount 
is approved by Government (based on twice the monthly old age pension grant as per 
policy). 

8. That the Monthly Free 6kl Water be subsidised for all households with up to 8 occupants 
and an additional Ikl per month for each additional occupant In excess of 8. 

9. That Basic Charge of R64.91+ Vat per month on water is levied to all Non-Indigent 
Households and Businesses and Industrial Consumers. 

1 0. That it be noted that “Unfunded Functions” and “ Underfunded Functions ” are fully 
Budgeted for at present Service levels and in respect of Libraries and Housing. 

1 1 . That note is taken that Internal Division of Costs (Departmental Charges) are calculated 
based on expected Budgeted time spent, measurable units/quantities, cost, and that 
tariffs are determined accordingly. 

12. That Council approves the Budget Related Policy Amendments as per Annexure A 
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LEAD-UP TO DECISION-MAKING BY COUNCIL: 


1 . Alderman D Abrahams requested that the speech delivered by the Executive Mayor in 
future be provided to Councillors beforehand and not afterwards. 

2. Councillor P de Wet stated that there were shortcomings in the 2012/2013 - 2013/2014 
-2014/2015 budget. 

3. Councillor P de Wet added that there were many needs in the community and that 
these would hopefully be contained in the comments from the community. 

4. Councillor AFH Cupido requested that agricultural farmers be asked to use local labour 
in order to stop the influx of people to the Theewaterskloof area. 

5. Councillor AFH Cupido also requested that an Information session be held with the 
communities of Villiersdorp and Grabouw, specifically persons who own RDP houses, 
concerning their responsibility to pay their Municipal services. 

6. Councillor AFH Cupido next requested that the indigent subsidy amount be increased to 
offer more people the opportunity of applying for indigent subsidy. 

7. Councillor AFH Cupido’s next request was that the productivity investigations as 
previously discussed by Council be finalised as soon as possible. 


RESOLVED BY COUNCIL : 29 MARCH 2012 

After the Chairman had given Councillors an opportunity and the Item had been thoroughly 

discussed, and on a proposal by Councillor K Papier, seconded by Councillor N Pieterse, it 

was resolved as follows: 

Refer to page 1 of the Budget. 

13. That Council resolves that the Draft Annual Operating Budget of the Municipality 
for the Financial year 2012/2013 and indicative for the two projected Outer Years 
2013/2014 and 2014/2015 be approved as set out on Tables A1, A2, A3 and A4. 

14. That Council resolves that the Draft Annual Capital Budget of the Municipality for 
the Financial year 2012/2013 and indicative for the two projected Outer Years 
2013/2014 and 2014/2015 be approved as set out on Tables A1, A5 and SA36. 

15. That Council resolves that the Monthly Cash Flow Forecasts w ith appropriate 
amendments be approved as the Cash Flow Budget of the Council for the 
2012/2013 Financial year as set out on Tables A1, A7 and SA30. 

16. That Council resolves to adopt the Draft Integrated Development Plan . 

17. That Council resolves that the Draft Tariff Charges be approved for the Financial 
Year 2012/2013 and note that Electricity Tariffs will be finalized as soon as NERSA 
announces the increase in tariffs for Municipalities. (Annexure B). 

18. That the Draft Monthly Indigent Subsidy in respect of 6kl Water, 60KwH Electricity, 
Refuse, Sewer and Informal Settlement Plot Rental (where applicable) are 
approved and that the applicable free basic Services subsidies be calculated on 
the approved tariffs for the applicable Services and measurable units. 
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19. That the Indigent Threshold be increased when the new/increased social grant 
amount is approved by Government (based on twice the monthly old age pension 
grant as per policy). 

20. That the Monthly Free 6kl Water be subsidised for all households with up to 8 
occupants and an additional Ikl per month for each additional occupant in excess 
of 8. 

21. That Basic Charge of R64.91+ Vat per month on water is levied to all Non-Indigent 
Households and Businesses and Industrial Consumers. 

22. That it be noted that “Unfunded Functions” and “ Underfunded Functions ” are 
fully Budgeted for at present Service levels and in respect of Libraries and 
Housing. 

23. That note is taken that Internal Division of Costs (Departmental Charges) are 
calculated based on expected Budgeted time spent, measurable units/quantities, 
cost, and that tariffs are determined accordingly. 

24. That Council approves the Budget Related Policy Amendments as per Annexure 
A. 

For finalisation by the Director: Financial Services, Mr SN Jacobs. 
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2. 


Executive Summary 


Legal Requirements 

The Medium Term Revenue and Expenditure Framework (MTREF) for 2012/2013, 
2013/2014 and 2014/2015 was compiled in accordance with the requirements the 
relevant legislation, of which the following are the most important: 

i) the Constitution, Act 108 of 1996 

ii) the Municipal Structures Act, Act 117 of 1998 

iii) the Municipal Systems Act, Act 32 of 2000 

iv) the Municipal Finance Management Act, Act 56 of 2003 

v) the Municipal Property Rates Act, Act No. 6 of 2004 

Growth to the Theewaterskloof Municipality’s Medium Term Revenue and Expenditure 
Framework (MTREF) is based on a combination of factors such as (relatively low) 
generic growth to core tariff-based Services, operational efficiencies, and Revenue- 
related policies aimed at optimising and sustaining all income sources. 

The MTREF-based Revenue and Expenditure Projections assumed inflation-linked 
annual adjustments. The main challenges experienced during the compilation of the 
2012/13 MTREF can be summarised as follows: 

• National and local economic difficulties (CPI = 6.10% Dec 2011, 3.5% Dec 2010) 

• Petrol increased by 22% and Diesel by 34% in 201 1 

• Interest Rates = 9% at 01 March 2012 

• Above-inflation increases in Bulk Purchase Tariffs: Overberg Water Board: 9.6% and 
ESKOM at 27.06% 

• Old infrastructure which needs to be consistently maintained or replaced 

• The prioritisation of projects and Expenditure within the existing resources 

• Staff remuneration: A preliminary increase of 9.5% has been included in the 2012/13 
MTREF. (7% cost of living and 2.5% notch). It should be noted that the total financial 
implication could not be determined as the applicable Municipal Wage Curve has not 
been finalised by the SA Bargaining Council. 

• Narrow income-base 

• High Unemployment and Indigents Households 

• Unfunded Mandates 

• Cost of Excessive Compliance 

The following are further key parameters applied to the Theewaterskloof Municipality 
Financial framework included the following for the 2012/13Financial year: 

Tariff increases: 


• Assessment Rates 9.6% 

• Water 6% 

• Sanitation (Sewer) 6% 
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• Solid Waste (Refuse) 8% 

• Electricity 19.84% (Subject to NERSA’s final approval) 

In view of the aforementioned, the following table is a consolidated overview of the 
proposed 2012/2013 MTREF. 


Particulars 

Budget 

2011/2012 

Budget Year 
2012/2013 

Budget Year+1 
2013/2014 

Budget Year +2 
2014/2015 

Total Operating Revenue 

- 344,654 

- 404,693 

- 420,596 

- 448,153 

Total Operating Expenditure 

284,009 

328,472 

351,901 

384,845 

(Suplus)/Deficit forthe year 

- 60,645 

- 76,221 

- 68,695 

- 63,308 

Total Capital Expenditure 

82,951 

78,003 

94,261 

85,346 1 


Total Operating Revenue has grown by 17% or R60.039 million for the 2012/13 
financial year when compared to the 2011/12 Budget. For the two outer years, 
Operational Revenue will increase by 4% and 7%respectively, equating to a Total 
Revenue Growth of R1 03.499 million over the MTREF when compared to the 
201 1/12financial year. 


Revenue Categories 

% Growth: From 
2011/12-2012/13 

Property Rates 

10% 

Service Charges 

22% 

Interest earned: Interest on Investments 

24% 

Fines 

6% 

Transfers Recognised - Operational (Grants) 

9% 

Other Revenue 

19% 

Total 

17% 


Total Operating Expenditure for the 2012/13financial year amounts to R328.472 
million, which represents an increase of R44.463 million (16%) over 2011/12, and 7% 
and 9%, respectively for each of the respective outer years of the MTREF. A portion of 
the Cash- backed Surplus of R2,517for 2011/2012 will be used to fund Inventory Items 
and Quick Wins on the Capital Budget and R7,226million will be transferred to the 
Capital Replacement Fund. 


Expenditure Categories 

% Growth: From 
2011/12-2012/13 

Employee-related Costs 

9% 

Remuneration of Councillors 

7% 

Debt Impairment 

63% 

Depreciation & Asset Impairment 

20% 

Finance Charges 

15% 

Bulk Purchases 

25% 

Contracted Services 

21% 

Other Expenditure 

13% 

Total 

16% 
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Capital Expenditure amount to R78.003 million and is 6% less than the 
201 1/201 2Adjustment Budget. The outer years increased to R94.261 million in 
2013/2014 and R85.346 million in 2014/2015. 

Successful alignment of Theewaterskloof Municipality’s Service Delivery Priorities, as 
embodied in the updated I DP and its focus areas, objectives and perspectives, to that of 
National and Provincial Governments is seen as critical if the Municipality is to achieve 
its developmental goals. The Main Strategic Focus Areas as contained in the IDP are: 

• Service Delivery Improvement 

• Infrastructure and Bulk Service Upgrades and Expansions 

• IT and Human Resources Development 

• Local Economic Development 

• Financial Viability Improvement 

• Good Governance 

3. Operating Revenue and Expenditure Framework 
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4. Capital Expenditure 


Budgeted Expenditure by Vote, Standard Classification and Funding (Table A5)- 
Annexure D 
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5. Annual Budget Tables 


The following ten tables set out the Municipality’s 201 2/201 SBudget and MTREF to 
be approved by Resolution of Council: 

Budget Summary (Table A1) 
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Explanatory Notes Table A1 - Budget Summary 


1. Table A1 is a Budget Summary and provides a concise overview of the Municipality’s 
Budget from all of the major financial perspectives (Operating, Capital Expenditure, 
Financial Position, Cash Flow, and MFMA Funding Compliance). 

2. The table provides an overview of the amounts approved by Council for Operating 
Performance, resources deployed to Capital Expenditure, Financial Position, Cash and 
Funding Compliance. 

3. Financial Management Reforms emphasises the importance of the Municipal Budget 
being funded. This requires the simultaneous assessment of the Financial Performance, 
Financial Position and Cash Flow Budgets, along with the Capital Budget. The Budget 
Summary provides the key information in this regard: 

a. The Operating Surplus/deficit (after Total Expenditure) is positive over the 

MTREF 

b. Capital Expenditure is balanced by Capital Funding Sources, of which 

I. Transfers recognised is reflected on the Financial Performance Budget; 

ii. Borrowing is incorporated in the Net Cash from Financing on the Cash Flow 
Budget 

iii. Internally Generated Funds are financed from a combination of the current 
Operating Surplus and Accumulated Cash-backed Surpluses from previous 
years. The amount is incorporated in the Net cash from investing on the Cash 
Flow Budget. The fact that the Municipality’s cash flow remains positive, and 
is improving indicates that the necessary cash resources are available to fund 
the Capital Budget. 

4. The Cash-backing/Surplus reconciliation shows that low level of Cash-backing for 
material obligation. The Funding and Reserve Policy that had been approved on the 5 
May 2011 (C25/2011) together with the final Budget for 2011/2012 will address this. 
This cannot be achieved in one financial year, but over the MTREF there is progressive 
improvement in the level of cash-backing of obligations. 


5. The section of Free Basic Services shows that the amount spent on Free Basic Services 
and the Revenue cost of free Services provided by the Municipality continues to 
increase. In addition, the Municipality continues to make progress in addressing Service 
delivery backlogs. 
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Budgeted Financial Performance (Revenue and Expenditure by Standard 
Classification) (Table A2) 
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Explanatory notes to Table A2 - Budgeted Financial Performance (Revenue and 

Expenditure by Standard Classification) 

1. Table A2 is a view of the Budgeted Financial Performance in relation to Revenue and 
Expenditure per Standard Classification. The modified GFS Standard Classification 
divides the Municipal Services into 15 Functional Areas. Municipal Revenue, Operating 
Expenditure and Capital Expenditure are then classified in terms of each of these 
Functional Areas which enable the National Treasury to compile ‘whole of Government’ 
Reports. 

2. Note the Total Revenue on this table includes Capital Revenues (Transfers recognised - 
Capital) and so does not balance to the Operating Revenue shown on Table A4. 

3. Note that as a General Principle the Revenues for the Trading Services should exceed 
their Expenditures. The table highlights that this is the case for Electricity, Water, Waste 
Water Management and Waste Management function. 
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Function 

Income 

Expenditure 

Surplus/(Deficit) 

Water 

46,780,411 

(36,611,024) 

10,169,387 

Electricity 

72,742,483 

(64,264,887) 

8,477,596 

Sewerage 

21,515,893 

(19,447,249) 

2,068,644 

Refuse 

Removal 

23,494,929 

(21,507,092) 

*1,987,837 

*R1.100 Mill off 
landfill site and 
Recycling. 
Note: Expend iti 

the Refuse removal is ring fenced for t 

1 programs to extent the airspace of th 

jre figures include Repairs & Maintena 

he Rehabilitation of the 
e Landfill Site e.g. 

ince) 


4. Other functions that show a Deficit between Revenue and Expenditure are being 
financed from Assessment Rates Revenues and Other Revenue Sources reflected 
under the Budget and Treasury Office. 

Budgeted Financial Performance (Revenue and Expenditure by Municipal 
Vote)(Table A3) 
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Explanatory Notes to Table A3 - Budgeted Financial Performance (Revenue and 

Expenditure by Municipal Vote) 

1. Table A3 is a view of the Budgeted Financial Performance in relation to the Revenue 
and Expenditure per Municipal vote. This table facilitates the view of the Budgeted 
Operating Performance in relation to the Organisational Structure of the Municipality. 
This means it is possible to present the Operating Surplus or Deficit per vote. 
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Budgeted Financial Performance (Revenue and Expenditure) (Table A4) 
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Explanatory notes to Table A4 - Budgeted Financial Performance (Revenue and 

Expenditure) 

1. Total Revenue is R280,380 in 2011/12 and escalates to R328.757 million by 2012/13. 
This represents a year-on-year increase of 17% for the 2012/13 financial year and 9% 
for the 2013/14 financial year and 9% increase to 2014/2015. 

2. Revenue to be generated from Property Rates is R39.742 million in the 2011/12 
Financial year and increases to R43,766 million by 2012/13 which represents 13% of the 
Operating Revenue base of the Municipality and therefore remains a significant funding 
source for the Municipality. 

3. Services Charges relating to Electricity, Water, Sanitation and Refuse Removal 
constitutes the biggest component of the Revenue basket of the Municipality totalling 
R122,388 million for the 2011/12 financial year and increasing to R149,801 million 
(22%)in 2012/13 and to R1 68,21 3 million (12%) and R1 89,593 million (13%) respectively 
for the two subsequent outer years. For the 2012/1 3financial year Services Charges 
amount to 46% of the Total Revenue base. 


12 


4. Transfers recognised - Operating includes the Local Government Equitable Share and 

Other Operating grants from National and Provincial Government. It needs to be noted 
that in real terms the Grants Receipts from National and Provincial Government are 
growing gradually over the MTREF by 13%, 0.3% and 5%. 

5. Bulk Purchases have significantly increased over the 2008/09 to 2012/13 period 
escalating from R22.526 million to R52,706million. These increases can be attributed to 
the substantial increase in the cost of Bulk Electricity from Eskom and to Water from 
Overberg Water to a lesser extent. 

6. Employee related Costs and Bulk Purchases are the main cost drivers within the 
Municipality. 
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Budgeted Capital Expenditure by Vote, Standard Classification and Funding 
(Table A5) ^ 
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Explanatory Notes To Table A5 - Budgeted Capital Expenditure by Vote, Standard 

Classification And Funding Source 

1. Table A5 is a breakdown of the Capital Programme in relation to Capital Expenditure by 
Municipal vote (multi-year and single-year appropriations); Capital Expenditure by 
Standard Classification; and the Funding Sources necessary to fund the Capital Budget, 
including information on Capital transfers from National and Provincial Departments. 

2. The MFMA provides that a Municipality may approve Multi-year or Single-year 
CapitalBudget Appropriations. For the Multi-year Appropriations Capital Budget, for 
2012/13 R78.003million has been allocated. This allocation increase to R94.261 million 
in 2013/14 and then decrease to R85.346million in 2014/15. 

3. The Capital Programme is funded from National and Provincial Grants, which includes 
Municipal Infrastructure Grant and Housing, borrowing and internally generated funds 
from Current year Surpluses and Previous years Reserve. For 2011/12, Capital 
Transfers Totals R49,320 million (59%) and escalates to R60.856 million (78%) in 
2012/13. Borrowing in 2012/13 has been provided at R12.150 million, R8.761 million 
and R4.930 million for each of the subsequent outer financial years of the MTREF. 
Internally-generated Funding totaling R12.346million in 2011/2012 and R4.997 million for 
2012/2013 and R22.000 million and R22.450 million respectively in the two subsequent 
outer financial years. These Funding Sources are further discussed in detail in Section 
12 (Overview of Budget Funding). 
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Budgeted Financial Position (Table A6) 
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Explanatory Notes to Table A6 - Budgeted Financial Position 

1 . Table A6 is consistent with the International General Recognized Accounting Practice 
(GRAP), as with the Financial Statements, and improves understandability of the impact 
of the Budget on the Statement of Financial Position (Balance Sheet). 

2. This format of presenting the statement of financial position is aligned to GRAP1 , which 
is generally aligned to the international version which presents Assets less Liabilities as 
“accounting” Community Wealth. The order of items within each group illustrates items in 
order of liquidity; i.e. Assets readily converted to cash, or liabilities immediately required 
to be met from cash, appear first. 

3. Table A6 is supported by an extensive table of notes (SA3) providing a detailed analysis 
of the major components of a number of items, including: 

• Call Investments Deposits; 

• Consumer Debtors; 

• Property, Plant And Equipment; 

• Trade and Other Payables; 

• Provisions non-current; 
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• Changes in net Assets; and 

• Reserves 

4. The Municipal equivalent of Equity is Community Wealth/Equity. The justification is that 
ownership and the Net Assets of the Municipality belong to the community. 

5. Any movement on the Budgeted Financial Performance or the Capital Budget will 
inevitably impact on the Budgeted Financial Position. As an example, the Collection 
Rate assumption will impact on the Cash Position of the Municipality and subsequently 
inform the level of Cash and Cash Equivalents at year end. Similarly, the Collection Rate 
Assumption should inform the Budget Appropriation for Debt Impairment which in turn 
would impact on the Provision for Bad Debt. These Budget and Planning Assumptions 
form a critical link in determining the applicability and relevance of the Budget as well as 
the determination of Ratios and Financial Indicators. In addition the Funding Compliance 
Assessment is informed directly by forecasting the Statement of Financial Position. 


Budgeted Cash Flows (Tab 

e A7) 
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Explanatory Notes to Table A7 - Budgeted Cash Flow Statement 

1 . The Budgeted Cash Flow Statement is the first measurement in determining if the 
Budget is funded. 


2. It shows the expected level of Cash in-flow versus Cash out-flow which is likely to result 
from the Implementation of the Budget. 


3. If cash flow for 201 1/12 is recalculated the closing balance would be R18.326million. 


4. Cash and Cash equivalents totals R32,262 million as at the end of the 
2012/13financialyear and decrease to R10.1 1 1 million by 2014/15. 
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Cash Backed Reserves/Accumulated Surplus Reconciliation (Table A8) 
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Explanatory notes to Table A8 - Cash Backed Reserves/Accumulated Surplus 
Reconciliation 

1 . The Cash Backed Reserves/Accumulated Surplus reconciliation is aligned to the 
requirements of MFMA Circular 42 - Funding a Municipal Budget. 

2. In essence the table evaluates the funding levels of the Budget by firstly forecasting the 
Cash and Investments at year end and secondly reconciling the available Funding to the 
Liabilities/Commitments that exist. 

3. The outcome of this exercise would either be a Surplus or Deficit. A deficit would 
indicate that the applications exceed the Cash and Investments available and would be 
indicative of non-compliance with the MFMA requirements that the Municipality’s Budget 
must be “funded”. 

4. Non-compliance with Section 1 8 of the MFMA is assumed because a shortfall would 
indirectly indicate that the annual Budget is not appropriately funded. 

5. From the table above it can be seen that for the period 2009/10 to 2012/13 the situation 
improved from R20.079 million Surplus to R28.977 million Surplus. 


HIGH LEVEL SUMMARY 

Net Operating Revenue 

404,692,555 

N et 0 perating Ex penditure 

328,471,722 

Surplus (Deficit) 

76,220,833 

Less non cash items: 


Depreciation 

14,795,787 

Depreciation 

13,495,787 

Asset impairment 

1,300,000 

Capital outof income( Inventory and Quick Wins 

-2,516,871 

GRAP Provisions 

4,689,400 

Redemption 

-8,987,433 

Repairs and maintenance 

-16,119,360 

Transfer to C RR 

-7,226,356 

Capital Grants 

-60,856,000 

Cash Surplus (Deficit) 

- 
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Asset Management (Table A9) 
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Explanatory notes to Table A9 - Asset Management 

1 . Table A9 provides an overview of Municipal Capital Allocations to building New Assets 
and the Renewal of Existing Assets, as well as spending on Repairs and Maintenance 
by Asset Class. 

2. National Treasury has recommended that Municipalities should allocate at least 40 % of 
their Capital Budget to the renewal of existing Assets, and Allocations to Repairs and 
Maintenance should be 8 % of PPE. The Municipality does meet only these 
recommendations in regard to Renewal of Existing Assets as 55.8% of Capital Budget is 
allocated to renewal of Existing Assets and 2.9% to Repairs and Maintenance. 

Basic Service Delivery Measurement (Table A10) 
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Explanatory notes to Table A10 - Basic Service Deiivery Measurement 

1 . Table A10 provides an Overview of Service Delivery Levels, including Backlogs (below 
minimum Service level), for each of the main Services. 

2. The Municipality continues to make good progress with the eradication of backlogs: 

a. Water Services 

b. Sanitation Services 

c. Electricity Services 

d. Refuse Services 

3. The Budget provides for 8 000 households to be registered as indigent in 2012/13, and 
therefore entitled to receiving Free Basic Services. The number is set to increase 
given the rapid rate of in-migration to the Municipality, especially by poor people 
seeking economic opportunities and housing. 

4. It is anticipated that these Free Basic Services will cost the Municipality R20.493 million 
in 2012/13. This is covered by the Municipality’s equitable share allocation from 
National Government. 

5. This need to be seen within the context of the Municipality’s overall Revenue 
Management Strategy - the more the Municipality gives away, the less there is 
available to fund other Services. Currently, the ‘free Services’ represent about 6% of 
total Operating Revenue. 
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6. Overview of Annual Budget Process 


Planning Process used to prepare the Annual DraftBudget 

In terms of Section 16 of the MFMA, the Mayor must, at least 90 days before the start of 
the financial year, table the annual Budget at a council meeting. Section 53 requires the 
Mayor of a Municipality to provide general political guidance over the Budget process and 
the priorities that must guide the preparation of the Budget. In addition. Chapter 2 of the 
Municipal Budget and Reporting Regulations, gazetted on 17 April 2009, states that the 
Mayor of a Municipality must establish a Budget Steering Committee to provide technical 
assistance to the Mayor in discharging with the responsibilities set out in Section 53 of 
the MFMA. 

A Time Schedule outlining important dates and deadlines as prescribed for the 
IDP/Budget Process; Section 21 (1 ) (b) was approved by council on 1 1 August 2011. 

The Budget process for the 2012/2013 MTREF period started and will proceed according 
to the following timeline: 


Phase 

Activity 

Date 

Planning 

Tabling of Draft IDP/Budget Process Plan for Council 
approval 

1 1 August 201 1 


Strategic Workshop with councillors and 

Management. 

9-1 1 August 

2011 

Public 

Participation 

Ward committees and Town advisory forums together 
with town manager to conduct ward/town analysis 
and prioritize and draft Ward/town IDP’s 
incorporating strategic planning outcomes. 

26 September - 
10 November 


Town Mangers and Ward Committees present 
outcomes of Draft IDP to the communities. 

31 October to 

16 November 
2011 

Prioritization 

Town Mangers and Ward Committees reprioritize 
ward IDP’s incorporating public input. 

14-21 

November 

2011 


Prioritization-Council IDP Workshop 

30 November 
2011 


Budget workshop- aligning IDP with Budget 

29 February 

2012 

Alignment 

(1 ) IDP Indaba (2) Session for Councillors & 
Management 

7 September 
2011 8 
December 

2011 

Tabling 

Table Draft IDP and Capital and Operating Budgets 
at Council in terms of Section 16(2) of the MFMA 

29 March 2012 

Public 

Participation 

Report Back to ward committees/TAF regarding draft 
IDP and Capital and Operating Budget. Closing Date 
for Comments 

2-10 April 2012 
30 April 2012 


Advertise Draft IDP and Budget for public 
input/comments 

3 to 30 April 

2012 

Adoption 

Approval of IDP and Budget by Council 

24 May 2012 

Finaiizing 

Advertise Approved Budget, IDP and Tariffs. 

5 June 2012 
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Budget Process 



2.Strategising 
includes public participatio 
On Budget and IDP, 
Strategic Workshops) 


3. Preparing 



Schedule Key dates. 
Review previous 
processes 

Review IDP, 

Set delivery objectives, 
Consult on tariffs, indigent, etc. 
Consider Nat, Prov guidelines. 
Link Budget with IDP 
Fiscal and monetary policies 
And current economic and 
Demographic trends etc. 



Prepare the Operating and 
Capital Budget; 
Considering local. Provincial, 
National Inputs and 
Responses 




Draft Budget, IDP 
Budget related Policies 






Council Approves 
Budget after Consulting 
And considering 
National, Provincial 
And local inputs 


Publish and Approved 
SDBIP 


The process started with the approval of a Time Schedule, ten months before the start 
of the new Financial year in accordance with Section 21(1)(b) of the MFMA. The Key 
Deadlines for the process to review the IDP, Budget Related Policies and prepare, table 
and approve the Annual Budget were approved by Council on 1 1 August 201 1 . The key 
deadlines outlined included the deadline for the consultative process as referred to in 
Chapter 4 of the MSA. 

The next step in the Budget Process was Strategizing. A Strategic Planning Workshop 
of Councillors and Senior Management were conducted on 09 - 11 August 201 Ito 
decide on the Strategic direction of the Council which inform the IDP. The Council 
unanimously adopted the Financial Sustainability Strategy. 
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The I DP was then reviewed through processes, mechanisms, and procedures that allow 
the local community to participate and be consulted on its Development needs and 
priorities. The Public Participation meetings were held during October 201 land 
facilitated by TWK officials, in order to include in the Integrated Development Plan. 
During public participation sessions of the IDP, Budget as well as Ward Meetings the 
Municipality heeded particular attention to informing the community of the needed 
Service upgrading and or improvement which influenced and enabled the council to 
take informed decisions when the Annual Budget was prioritized. The purpose of the 
consultations was to engage and agree with community stakeholders on community 
needs, setting uniform, realistic, reasonable, and affordable Service levels and 
appropriate tariffs for the delivery of Municipal Services to the communities. An IDP 
Workshop was held for Councillors and Senior Management on 8*^ December 2011. 

After the Strategizing Phase and Compiling of the IDP a Draft Operating Budget and 
Capital Budget was prepared, informed and reconciled with the IDP and reflect the 
Developmental Needs of the Community. The 2011/2012 Mid-year Assessment Report 
was presented to Council on 25 January 2012 and followed by the Adjustment Budget 
and a Budget Workshop to discuss the Draft Budget for 2012/13 on 29 January 2012. 

In preparing the Budget the following were taken into account: 

• The Integrated Development Plan (IDP) 

• Revenue and Expenditure Projections for future Financial years 

• The (Draft) National and Provincial Strategic Objectives 

• Division of Revenue Act (DORA) (The previous year’s two outer years’ indicative 
amounts) 

• Realistically Anticipated Revenue 

• Affordability and sustainability of Tariffs 

• Level of Service and Cost-Recovery 

• Financial Sustainability Strategy 

On 29 February 2012 a Council Budget Workshop was held to discuss the Draft Budget 
and afterwards feedback is given to certain Departments to revise their Budget 
accordingly. 

Wav Forward 

> The Draft Budget is hereby tabled in Council on 29 March 2012. 

> Public Consultation will be held during April 2012. 

> The Draft Budget will be advertised for comments until 30 April 2012. 

> The Provincial LG MTEC deliberations will be held on7 May 2012. 


> The final operational and Capital reviews, tariff reviews, policy reviews and a review 
of comments will be held during April/May 2012 before the final compilation and 
completion of the 2012/13 Budget. 
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IDP and Service Delivery and Budget Implementation Plan 


The Municipality’s IDP is its principal strategic planning instrument, which directly 
guides and informs its Planning, Budget, Management and Development Actions. This 
framework is rolled out into Objectives, Key Performance Indicators and Targets for 
implementation which directly inform the Service Delivery and Budget Implementation 
Plan. The Process Plan included the following key IDP goals: 

■ Manage Expectations down to a realist, affordable and reasonable level 

■ Optimisation of management capacity 

■ Longer Term Planning 

■ Improve Service Levels 

■ Financial Viability 

■ Financial Sustainability 

■ LED. 

The IDP has been taken into a business and Financial Planning Process leading up to 
the 2012/13 MTREF, based on the approved 2011/12 MTREF, Mid-year Review and 
Adjustments Budget. The business planning process has subsequently been refined in 
the light of current economic circumstances and the resulting Revenue projections. 
Business planning links back to priority needs and master planning, and essentially 
informed the detail Operating Budget appropriations and three-year Capital Programme. 
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7. 


Overview of Alignment of Annual Budget with IDP 


An IDP is used as a method to plan for future developments in the areas and to find the best 
solutions to achieve long-term development goals. Municipal IDP provides a five year 
Strategic Programme of action aimed at setting short, medium and long-term strategic and 
Budget priorities to create a development platform, which correlates with the term of office 
of the political incumbents. 

The plan aligns the resources and the capacity of a Municipality to its overall development 
aims and guides the Municipal Budget. The Budget must be aligned to the IDP and be 
responsive. 

An IDP is therefore a key instrument which Municipalities use to provide vision, leadership 
and direction to all those that have a role to play in the development of a Municipal area. 

The IDP enables Municipalities to make the best use of scarce resources and speed up 
Service delivery. It is important that the IDP developed by Municipalities correlate with 
National and Provincial intent. 

The aim of this revision cycle was to develop and coordinate a coherent plan to improve the 
quality of life for all the people living in the area, also reflecting issues of National and 
Provincial importance. One of the key objectives is therefore to ensure that there exists 
alignment between National and Provincial priorities, policies and strategies 

It is considered that a well-run Budget process that incorporates the IDP will facilitate 
community input, encourage discussion, promote a better understanding of community 
needs, provide an opportunity for feedback, and improve accountability, transparency, and 
responsiveness to the needs of the local communities. 

Vision of Theewaterskloof Municipality 

To ensure and preserve the heritage and natural resources within the region, create and 
develop a safe, healthy, crime free, economically stable and viable environment for all. 

Mission of Theewaterskloof Municipality 

“To provide, develop and promote equal opportunities for everyone to stay in a safe, 
healthy, crime free, economically stable and viable environment through transparent and 
effective governance, politically stable, planning. Services and the efficient and effective 
utilisation of resources" 

STRATEGIC FOCUS AREAS 


The Constitution requires local Government to relate its management. Budgeting and 
planning functions to its objectives. This gives a clear indication of the intended purposes of 
Municipal integrated development planning. The Municipality opted to focus on five strategic 
areas which would result in it overcoming its challenges and achieving its vision 
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Reconciliation between the IDP Strategic Objectives and Budgeted Revenue 
(Table SA4) 
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Reconciliation between the IDP Strategic Objectives and Budgeted Operating 
Expenditure (Table SA5) 
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8. 


Measurable Performance Objectives and Indicators 


Performance Management is a system intended to manage and monitor Service delivery 
progress against the identified strategic objectives and priorities. The Municipality target, 
monitors, assesses and reviews organisational performance which in turn is directly linked to 
individual employee’s performance. 

Performance information needs to be structured to demonstrate clearly how the Municipality uses 
available resources to deliver on its strategic objectives. 

In managing for results. Budgets are developed in relation to inputs, activities and outputs, while 
the aim is to manage towards achieving the outcomes and impacts. The image below illustrates 
the relationship between these core performance information concepts. 



Efficiency Indicators: explore how productively inputs are translated into outputs. An efficient 
operation maximises the level of output for a given set of inputs, or it minimises the inputs 
required to produce a given level of output. 

Effectiveness Indicators: explore the extent to which the outputs of an institution achieve the 
desired outcomes. An effectiveness indicator assumes a model of how inputs and outputs relate 
to the achievement of an institution's strategic objectives and goals. 

Equity Indicators: explore whether Services are being provided impartially, fairly and equitably. 
Equity indicators reflect the extent to which an institution has achieved and been able to maintain 
an equitable supply of comparable outputs across demographic groups, regions, urban and rural 
areas, and so on. 

The following table sets out the Municipalities main performance objectives and benchmarks for 
the 2012/13 MTREF. 
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Key Financial Indicators and Ratios (Table SA8) 
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Performance Indicators and Benchmarks 


Borrowing Management 

Capital Expenditure in local Government can be funded by Capital grants, own-source 
Revenue and long term borrowing. The ability of a Municipality to raise long term borrowing 
is largely dependent on its creditworthiness and financial position. As with all other 
Municipalities, Theewaterskloof Municipality’s borrowing strategy is primarily informed by the 
affordability of debt repayments. The Municipality’s debt portfolio is consisting out of annuity 
loans. The following Financial performance indicators have formed part of the compilation of 
the 2012/13 MTREF: 

• Borrowing to Asset Ratio\s a measure of the long-term borrowing as a % of the total 
asset base of the Municipality. 

• Capital Charges to Operating Expenditure is a measure of the cost of borrowing in 
relation to the Operating Expenditure. It can be seen that the cost of borrowing has increased 
from 5.1% in 2008/09 to 7.4 % in 2012/13. This increase can be attributed to the raising of 
loans to fund portions of the Capital Programme. While borrowing is considered a prudent 
financial instrument in financing Capital infrastructure development, this indicator will have to 
be carefully monitored going forward as the Municipality is approaching its prudential 
borrowing limits. 

• Borrowing Funding of Own Capital Expenditure measures the degree to which own 
Capital Expenditure (excluding grants and contributions) has been funded by way of 
borrowing. The average over MTREF is 40.3%. 

In summary, various Financial Risks could have a negative impact on the future borrowing 
capacity of the Municipality. In particular, the continued ability of the Municipality to meet its 
Revenue targets and ensure its forecasted cash flow targets are achieved will be critical in 
meeting the repayments of the debt Service costs. 

Safety of Capital 

• The Debt-To-Equity Ratio is a Financial Ratio indicating the relative proportion of 
equity and debt used in financing the Municipality’s Assets. The indicator is based on the 
total of loans, creditors, and overdraft and tax provisions as a % of funds and reserves. 

During the 201 1/12financial year the ratio improved to a level 887.6%. The ratio continues to 
improve from 593.9% in the 2012/13financial year to 662.2% in 2014/15. 

• The Gearing Ratio is a measure of the total long term borrowings over funds and 
reserves. Lower figures are more acceptable, showing that the company is predominantly 
financed by equity whilst high gearing shows an over reliance on borrowings for a significant 
proportion of the Municipality's Capital requirements. 

Liquidity 

• Current Ratio is a measure of the current Assets divided by the current liabilities and 
the benchmark would normally be set at a limit of 1 , hence at no point in time should this ratio 
be less than 1 . For the 201 1/12 MTREF the current ratio is 1 in the 201 1/12 financial year 
and 1 .2 for 2012/2013 and 0.9 and 0.6 respectively for the MTREF years. Going forward it 
will be necessary to increase these levels to allow the Municipality to be able to pay its 
liabilities when it all becomes due immediately. 

• The Liquidity Ratio is a measure of the ability of the Municipality to utilize cash and 
cash equivalents to extinguish or retire its current liabilities immediately. Ideally the 
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Municipality should have the equivalent cash and cash equivalents on hand to meet at least 
the current liabilities, which should translate into a Liquidity Ratio of 1 . Anything below 1 
indicates a shortage in cash to meet creditor obligations. For the 201 1/12financial year the 
ratio was 0.4 and has increased to 0.5 in the 2012/13financial year. 

The Current Ratio for 2009/10, 2010/1 1, Projected 201 1/12 and Budgeted for 2012/13 is 0. 7, 
1.2, 1.0 and 1.2 respectively. 

Revenue Management 

As part of the Financial Sustainability Strategy, initiatives have been implemented to increase 
Cash Inflow such as Prepaid Water and Electricity Meters for all. The intention of the 
strategy is to streamline the RevenueValue Chain by ensuring Accurate Billing, Customer 
Service, Credit Control and Debt Collection. 

Creditors Management 

The Municipality has managed to ensure that creditors are settled within the legislated 30 
days of invoice. The Municipality has managed to ensure a 100 % compliance rate to this 
legislative obligation. This has had a favourable impact on suppliers’ perceptions of risk of 
doing business with the Municipality, which is expected to benefit the Municipality in the form 
of more competitive pricing of tenders, as suppliers compete for the Municipality’s business. 

Other Indicators 

• The Electricity Distribution Losses have been consistent at +/- 8.0%. The initiatives to 
ensure these targets are achieved include managing illegal connections and theft of 
electricity, including prepaid meters. 

• The Water Distribution Losses in 2010/201 1 were 8.9%. The future targets are set at 
9 %. Initiatives such as free water leakage repair for indigent and prepaid water meters will 
assist in this regards. 

• Employee- related Costs as a % of Operating Revenue decrease over the MTREF. 
This is primarily owing to the high increase in bulk purchases which directly increase 
Revenue levels, as well as increased allocation relating to Operating Grants and Transfers. 

Free Basic Services: Basic Social Services package for Indigent Households 

The social package assists residents that have difficulty paying for Services and are 
registered as indigent households in terms of the Indigent Policy of the Municipality. With the 
exception of water, only registered Indigents qualify for the Free Basic Services. 

For the 2012/13Financial year 8 000 registered Indigents have been provided for in the 
Budget. In terms of the Municipality’s indigent policy registered households are entitled to 
6kf Free Water, 60 kwh of Electricity, free Sanitation to the value of R102.20and free Waste 
Removal equivalent to R99.80, as well as a discount on their Property Rates. 

Further detail relating to the number of households receiving Free Basic Services, the cost of 
Free Basic Services, highest level of free basic Services as well as the Revenue cost 
associated with the free basic Services is contained in Table A10 (Basic Service Delivery 
Measurement) 
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Note that the number of households in informal areas that receive free Services and the cost 
of these Services (e.g. the provision of water through stand pipes, water tankers, etc.) are 
taken into account in the table noted above. 
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Providing Clean Water and Managing Waste Water 

Drinking Water Quality and Waste Water Management 

There are eight towns each with its own water and waste water treatment facility that falls 
under the management of the Theewaterskloof Municipality Authority except, for Caledon. 
The latter receives water from a Service provider, Overberg Water. 

The Blue & Green Drop Assessment2011 showed significant improvement in comparison 

to the Blue & Green Drop Assessment2010 

Blue Drop Assessment 



2010 

2011 

Genadendal WTW 

35.94% 

75.33% 

Greyton WTW 

35.94% 

79.58% 


Note: For 2011 Blue Drop Assessment Bosmanskloof contribute to the Greyton 
score 

Genadendal Voorstede WTW 30.94% 52.31% 

Note: For the 2011 Blue Drop Assessment Voorstekraal & Bereavile 


Grabouw 

50% 

64.10% 

Riviersonderend 

50% 

67.52% 

Botrivier 

50% 

76.39% 

Villierdorp 

50% 

58.90% 

Caledon 

50% 

88.86% 

Tesslaardal 

50% 

76.36% 


An overall score of 30% were generated during the 2010 Green Drop Assessment 
The 201 1 Green Drop Assessment outcome was as followed 


Greyton 58.0% 

Botrivier 58.3% 

Riviersonderend 52.0% 

Grabouw 68.3% 

Genadedal 58.7% 
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Villierdorp 

Caledon 


61 . 2 % 


68 . 0 % 


Assessment Outcome 

The Water Safety Plan submitted was found promising but with various elements still to 
be included. Urgent Intervention and planning requires managing risks associate with 
Service delivery to continuously secure the supply of safe drinking water. 

The Municipality should invest in training of staff. Compilation of Wastewater Risk 
Abatement Plan to ensure proper failure management protocol in order to reduce 
wastewater related risks. 

Risk Management 

• Training of Process Controllers is in progress. 

• Drafting of a proper Water Safety Plan (WSP) and Wastewater Risk Abatement Plan 
(W2RAP) 

• Upgrading of treatment plants that are over capacity is also in progress 


Grabouw Wastewater Treatment Works: Consultant on site. 

VilliersdorpWastewater Treatment Works: Consultant appointed. 

Caledon Wastewater Treatment Works: Environmental Impact Assessment is approved. 
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9 


Overview of Budget Assumptions 


The Challenge of the International, National and Local Economy is limited Resources versus 
unlimited needs. Theewaterskloof Municipality is no exception as the unlimited needs of the 
community as outlined in the I DP are far more than the limited Revenue and resource 
capacity of the Municipality. This is largely the reason for adopting Financial Viability as one 
of our long-term themes defined as improved sustainable Revenue capacity versus sound 
financial resource management. 

It is important to highlight the following assumptions: 

1 . Salaries & Councillors’ Remuneration 


Salaries, Allowances & Benefits (Political Office Bearers, Councillors/Senior 
Managers)(Table SA23) 
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Summary of Personnel Numbers (Table SA24) 
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1.1. Employee Related Costs 


Costing of the Vacant Positions Budgeted in 201 1/112 but not filled must be clearly 
identified. HR need to guide in terms of expected Salary Increase. Increase is 9.5% (7% 
Cost of Living Increase + 2.5% for the Notch Increases) . 


2007/08 

2008/09 

2009/10 

2010/11 

2011/12 

2012/13 

BUDGET 

BUDGET 

BUDGET 

BUDGET 

BUDGET 

BUDGET 

63,917 

68,966 

82,438 

94,714 

102,027 

111,274 



1.2. Councillors’ Remuneration: 

7% increase budgeted. The cost associated with the Remuneration of Councillors is 
determined by the Minister of Co-operative Governance and Traditional Affairs in accordance 
with the Remuneration of Public Office Bearers Act, 1998 (Act 20 of 1998). The most recent 
proclamation has been taken into account in compiling the Budget. 


2. Loans: 

We are reaching our capacity to take up loans. Since 2006/07 almost R120 million Loans 
have been taken up. As at 2010/2011 Outstanding Loans amount to R102 million and R21 
million is being secured in 201 1/12 which will increase loans to approximately R120 million. 

It is recommended that R12.150 million Loans be taken up in 2012/2013 in respect of inter 
alia R1 million is for Prepaid Water Meters and R2 million for Prepaid Electricity Meters. 


It should be noted that a further R1 million is on the Budget for Roll-over in case funds are 
not spent in 2011/2012. An amount of R2 million has been transferred in the 2011/2012 
Adjustment Budget from Electricity Prepaid Meters to Water Prepaid Meters. These are on- 
going projects and crucial to Financial sustainability. 

In 201 1/12 an amount of R162 million is derived from Assessment Rates and Service and 
Total Operating Revenue is R280.380 million. 

3. Financial Modelling and Key Planning Drivers 

As part of the compilation of the 2012/13 MTREF, extensive Financial Modelling was 
undertaken to ensure affordability and long-term financial sustainability. The following key 
factors, such as Demographics, Socio-Economic and Financial Factors and Principles and 
planning strategies have informed the compilation of the 2012/13 MTREF: 

■ CPI 

■ Interest Rates 

■ Fuel Price 
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■ Economic Growth 

■ Economic Recession/ Job Losses 

■ Councillors’ and Officials’ Remuneration 

■ Debt Collection Rate 

■ Tariff Adjustment 

■ Indigent Increase 

■ Informal Settlement Control 

■ Migration/ Population Increase 

■ Equitable Share 

■ Bulk Purchase Tariff Increase 

In addition to the above, the strategic guidance given in National Treasury’s MFMA 
Circulars 51, 54, 55 and 58 has been taken into consideration in the planning and 
prioritisation process. 


Consumer Price Index (CPI) 


Inflation (CPI): On Average 4.87% for the year ended 01.12.2011 




Ml 




Interest Rates 



The Prime Interest Rate has declined since December 2008 from 15% to 9% currently. 
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Fuel Price 


Total Increase 22% from 05 Jan 201 1 to 07 Dec 2012 
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Economic Growth 


The prevailing political uncertainty and Government debt crisis especially in Europe will no 
doubt impact on the global economic outlook, as can be seen by the oil price breaking the 
$ 125/barrel level. 

Economic Recession/Job Losses 

The current growth rates are also insufficient to make significant inroads into the 
unemployment rate which increased from 21 ,9% in the fourth quarter of 2008 to 25,3% by the 
third quarter of 2010. This underlines the need to generate higher levels of growth. However, 
as much of South Africa’s unemployment problem is structural in nature, it needs to be 
addressed through structural microeconomic interventions, and the new growth path, as 
outlined by Government, goes some way in this direction. 

TWK has supported this initiative by utilizing the Expended Public Works Program (EPWP). 
There are also plans to levy Parking Fee sin all the major towns of TWK, which will also be a 
new stream of Revenue for TWK as well as creating a few jobs in the area. 

4. Tariffs & Revenue Projections: 

Tariffs must be cost-reflective as far as possible because any subsidisation places a burden 
on another group of consumers. 

Tariff Adjustment 

With the establishment of the Costing Unit, we have commenced with Tariff Modelling with 
the P3 Partnership and Tariff Re-engineering, a “zero-base” approach to improve on tariff 
setting, ensuring that the principles of benefit-received, cost of Service and cost-recovery, 
affordability and sustainability is really taken into consideration. 

Along with the Debtors’ Data Cleansing Project and closer liaison between all directorates, 
this has already yielded significant positive results. 

We embarked on a vigorous process of Tariff Re-engineering for the 2011/2012 Budget and 
this has continued with the 2012/2013 Budget year 

A Briefing- Session was conducted by CFO on 02 February 2012 and a full day One-on-One 
Sessions were held with Directors Operations, Development and Technical Services and 
Town Managers on 16 February 2012. 

These engagements were dedicated to tariffs and the process of rationalization of Services, 
identification of various categories of consumers, the level of Services rendered/demanded 
and the levying of appropriate cost-recovery tariffs. 

Costing of Service has started where deficits were registered e.g. Garden Refuse Services, 
Lei Water and Sewer Tanker Services. 

Additional Income Sources were identified e.g. Raw Water Tariffs, Tariffs for standpipes etc. 
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Tariff Re-engineering runs parallel with Debtors Data Cleansing which objective it is to 
ensure that all consumers and fixed property owners are levied all the appropriate Municipal 
Services and Assessment Rates charges. 

Two towns have been completed and significant losses/under-recovered Revenue was 
detected. 

Pillars of Tariff Re-engineering 

• Each Directorate was tasked to describe the Services rendered, the level and frequency 
of such Services rendered per customer type and identify the tariffs of all Services for 
which they are responsible. Appropriate cost-recovery tariffs were calculated. Not all 
charges for Services rendered reflect full cost recovery. 

• Services rendered by the Departments vary and the functions and some activities were 
not necessarily correctly set out/described in the Tariff Policy and Tariffs. 

• Tariffs for which Departments are responsible must be kept “clean” and current / 
updated. The type, pricing and standard of Services must be stipulated unambiguously in 
the Tariff Policy. 

• There are several Services for which no Tariff and/or Policy exists. 

• Revision of Tariffs must take place annually as this can be influenced by Service Level 
Agreements and the Financial Viability Strategy. Tariffs should also provide a return on 
investment s, sufficient to allow for expansion or replacements. 

• Rationalization of Services was also considered as it is expected to lead to cost-savings 
and free up resources which would allow the Municipality to focus on other critical 
Services. 

• The Tariff Policy must clearly define the Service and stipulate the tariffs and should not 
be subjected to different interpretations. 

Factors impacting on Tariff Increases 

The proposed tariff increases must consider the following: 

• Affordability 

• Economic Recession, Job Losses 

• Councillors Remuneration 

• Personnel Cost 

• Escalating Fuel Prices 

• Economic Indicators (CPI, Interest Rates) 

• Escalating Bulk Purchases Prices (Water and Electricity) 

• Increasing Indigents 

• Electricity Bulk Price Increases (Eskom) 

• Repairs and Maintenance 

• Willingness and Ability to Pay 

• The Level/Standard of Service: the higher the level and standard, the higher the tariffs. 

• Benefit Received 

• Affordability 

• Reputation: Good Governance 

• Good Service Delivery also ensures improved willingness to pay 

• Recover of Capital and Usage Costs 
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Deliverables 


• The possibilities of Rationalisation of Tariffs (number reduced) 

• Tariffs and Tariff Policy simplified for easy understanding and enhanced transparency. 

• Service Delivery Cost fully calculated and tariffs should reflect full cost. 

• Tariff Setting ensures the Sustainability of Services. 

• Tariff Policy must reflect the Financial Strategies. 

Tariff Goals 

• Revenue Sufficiency 

• Affordability of Services 

• Promoting local economic development 

• Wasteful use of Service discourage 

• Rate of return on Assets (in order to ensure allowance is made for the future 
expansion of infrastructure) 


Service 

Surplus 

% 

Water 

10 169 387 

28% 

Electricity 

8 477 596 

13% 

Sewer 

2 068 644 

11% 

Refuse 

1 987 837 

9% 

Total Surplus 

22 703 464 


Assessment Rates Income 

43 766 000 


Increase in Assessment Rates 

Tariff if Services are Ring-fenced 

57% 



The above means that Consumers are subsidising Ratepayers. 
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Benchmarking Households based on 2012/2013 Tariffs 


Only the Property rates amount differ from table SAM due to the property valuation that 
was used for comparison purposes. See assumptions that were used below each account. 


201 ?/l i Medium Term ftevwi*e ft expenditure f f ameworlt 



CurFEHl Tarilf 

RaE»increa£e 

1 

12^ Increase 

increa^ 
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1 
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1 
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407 «) 

JlKTrkify; levy 




Electricity; Cnnsum^inn 

t 



WJler; Baibc levy 


61.21 

ed.gi 

M.gi 

64.91 
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17613" 

18672 

18^72 

18^73 

$jnitaiipn 


fll.Od 

81.53 

1 8153 

81.53 

r^ovdl 



87.52 

87 52 

8? 52 

Olhef 
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808.85 

81684 

827 68 

Vflf on Service 

1 lo&rsv 

1 

113 23 

114.35 

lisil7 

Tot^llai^^lHMiehoU bill: 


1 

922.08 

931-19 

943.55 

% ifK/ease/^decreKe 

H5J.T1 

1 fi?ieo 

» 84 18 


References 

Use as basis property value of R700 000, 1 000 kWh electricity and 30kl water 


Monthly Account for Household - 'Indkienf 

Household receivinq free basic services 



i 

1 1 


Rates and services charges: 





Property rate_ 

129.17 

14167 

144.68 

148.54 

Electricityr Basic levy 



[ 

1 [ 


Electricity: ConsumptSon 





Water: Basic levy 

0.00 


- 

- 

Water Consumption 

95.13 

100.82 

100.82 

100,82 

Sanitation 

0.00 

- 

- 


Refuse removal 

0.00 

- 

- 

- 

Other 



1 


sub-total 

224-30 

242.49 

245.40 

249.36 

1 VAT on Services 

3140 

33.96 

34.36 

34.91 

Total small household bill: 

255-70 

276.43 

279.76 

284.27 

R Increase 


R20J3 

R24.06 

R2e.57 


References 

Use as basis property value of R 300 000, 350kWh electricity and 20kl water (50 kWh electricity and 6 kl water free) 
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Monthfv Acteuntfsf Ho^ieliold - "Alfflfdable Ramie' 

201^/13 Htvtmufr £. 
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Ptoptnf rttti 
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ReFy$e 


87.52 

87.52 

67-52 

WIW 






610.00 

852-56 

650,22 

667.38 

VAT0*S4fVlC« 


n.ih 

92.19 

93.SO 

ToCil small haui«hold bi4r 

695.40 

745.? 1 

R43.51 

751,51 

R5fi.l1 

761.40 


References 

Use as basis property value of R500 000 and R700 000, 500 kWh electricity and 25kl water 


‘Electricity: 

If the Inclining Electricity Block Tariffs are introduced we will suffer a loss of income in 
the amount of R8 million. The following have been submitted to NERSA: 

D-forms: Due 30 October 201 1 
Tariff Application: Due 30 January 2012 

Public Hearings will be called and held by NERSA. Confirm whether the Block Tariffs are 
compulsory and if so, we need to be sensitive to both business as well as the poor and we 
need to have a balanced approach. 

‘Alternative Sources of Revenuewere identified. 

5. Eskom Bulk Electricity Tariff 

Increase is 27.06% and we believe that Eskom has applied for a further increase. This has a 
serious impact on affordability of Services and a direct impact on collection levels, as 
confirmed by National Treasury. 

6. Bulk Water Tariff: 

We have lodged a dispute with SALGA and Treasury on the 9.6% Tariff increase: we are 
awaiting the outcome 

7. Insurance 

6% increase in premiums to be based on approved tender @ CPI 

8. Levies: 

SALGA = 0.7% of Salary, Skills Development Levies. This is a 40% increase + the Salary 
increase of 9.5%. This accounts for a 56% increase in monetary value 
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9. Capital Charges: 

Taken into account Capital Charges on 2011/2012 Loans to be taken up (R21,285,121) and 
the Loans to be taken up for 2012/2013 amounting to R1 1 ,5m taken into account for the 
Capitai Charges budget. 

10. Risk Management: 

Mitigation Resources of Departmentsbudgeted to reduce and or eradicates likeiihood and/or 
impact of Risks Identified and accepted 

11. DORAhas been gazetted for provinciai and national allocations and inciuded in the 
budget. 

12. Other Expenditure 

Comparisons with some major line items: 201 1/12 Budget, YTD and Projection vs. Prior 
2010/1 1 Budget and Audited Actual. Motivations provided for Variances 

Fuel: 

In 201 1 the increase in Petroi is 22% and 34% for Diesel. The Budget was increased from 
R2.8m to R3.4m. It is projected that the price couid rise to / above R1 2/litre. 

Ward Committee Allowances/Stipends: 

R227, 500 provided for Transport, Teiephone and Stationery (ie+ R145.50 per Ward 
Committee Member per month) 

Financiai Viabiiity: 

R700, 000 provided to ensure that initiatives/interventions are adequately resourced 
Repairs & Maintenance: 

Maintenance Pians are cruciai (as emphasised at the Mayorai Committee on 17 January 
2012 during the tabling of the 2011/12 Mid-year Assessment Report). The relationship 
between Expenditure on Repairs vs Expenditure on Maintenance would provide an indication 
of the state of Fixed Assets and infrastructure. Delayed Maintenance resuit in disrepair and is 
more expensive due to price increases and the problem and cost increases. 

R1 8,534 million (or R16,1 19 miilion excluding Street Lighting) Budgeted (5% of Budget) and 
the iargest siice is taken by Land & Buiidings (R4,831m or 26%) compared to R3m (16%) for 
Networks and R2,785m (15%) for Roads and Storm water. In relation to the value of Fixed 
Assets this may be interpreted to be out of proportion. 

Quick Wins: 

R1 25,000 X 13 Wards = R1 ,625,000. Project Pians approved by Ward Committees must be 
supplied with a dear description and detaiis and credibie costing in order for us to 
differentiate between Operating and CapitalBudget. R785,000 is Capitai and R840,000 is 
Operating. The possibility of registering EPWP instead of using councii Funds should also be 
considered. 

Indigents Subsidies: 

We provided for 8,000 Househoids. This figure seems to be realistic as there are many 
occupants of RDP Houses whether the beneficiaries or not who would qualify for indigents 
Subsidy. Cost = R20,5 miiiion. 


47 


Leiwater: 


Costs of this Service must be recovered (break-even) and must yield a Surplus in future as 
this is a Trading Service which benefits a few households and it is not an 
essential/mandatory Service. The more we subsidise this Service the more other consumer 
categories will have to pay and these may include less effluent communities. This is unfair. 
Town Offices must supply cost information (Time and Overtime, Maintenance, etc) on a 
monthly basis 

13. Budget has also been converted to a Cash Budget, i.e. non-cash items such as 
Depreciation must be deducted from Expenditure and Redemption must be added to 
Expenditure. 

The following problem areas are key factors to be addresses to ensure that the Municipality 
is Financial viable: 

o Productivity and Cost Cutting Measures 
o Backlogs in Infrastructure 
o Uncontrolled Influx of Indigent People 
o Narrow Revenue Base of the Municipality 

o Lack of Accurate Data Required for Longer Term Financial Planning 
o Unfunded Mandates 
o Improved Debt Management 

“Mind the Gap” has been identified in a previous financial year. It remains relevant as it is 
crucial to narrow the gap between the expectations of the Departments, the wider community 
of TWK and the financial and other resource capacity of the Municipality. This includes 
managing and reducing high stakeholders/ community expectations and increasing capacity/ 
resources/ efficiency and effectiveness. First, it is important to determine/ assess the financial 
health and potential (where we are). Then match available resources and potential resources 
(including Financial) against Service Delivery, Infrastructure and Capital Needs for the next 5 
years. 

Local Economic Development (LED) is a very important focus area as we need to broaden 
our Revenue Capacity by developing in the area . The Successful implementation of the Local 
Economic Development Strategy Is a very important to enhance the Financial Viability of the 
Municipality as LED have a definite impact on job creation, development, etc. 

The Primary Focus of LED is: 

• Social and Economic Development and Tourism. 

• Tourism promotion and destination marketing 

• SMME Development and Support 

• Launching of the Cape Country Meander Tourism Route 

Service Delivery remains a challenge for South African Municipalities . Since 2006/2007the 
Municipality has embarked on a process of filling vacancies to ensure that we have the 
capacity to deliver Services (payroll has almost doubled since 2006/2007). The South African 
Government highlighted targets to accelerate Service Delivery in SA and TWK acknowledges 
It. 
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The following table illustrates the Service Delivery Targets set by the South African 
Government 


Sector 

Minimum standard 2014 target 

Water 

All households to have access to have at least clean piped water 

200m from household. 

Sanitation 

All households to have access to at least ventilated pit latrine on site. 

Electricity 

All households to be connected to the National grid. 

Refuse Removal 

All households to have access to at least once a week Refuse 

Removal Services. 

Housing 

All existing informal settlements to be formalised with land use plans 
for economic and social facilities and with provision of permanent 

Basic Services. 

Other (education, 
health, roads, 
transport, sports 
and recreation, 
street trading, 
community halls, 
parks, etc.) 

Standard for access for all other social. Government, and economic 
Services must be clearly defined, planned, and where possible, 
implemented by each sector together with Municipalities. 


Debt Collection Rate 


The 2012/2013 Debt Collection Rate is 90% and is determined in accordance with the 
realistically anticipated collection trends. 

The installation of Prepaid Water Meters to households is rolled out at a rapid pace and along 
with the Electricity Prepaid Meters installation these are extremely important interventions 
which will improve credit control and reduce Outstanding Debt because consumers will pay in 
advance and cannot consume above affordability levels. 

• This is a pro-active and strategic approach instead of reactive Debt Collection process 

• Prepaid Water and Electricity Meters Installation Programme has commenced in 
2010 and the aim is to curb consumption of electricity and water above affordability 
levels. 

• Improves Water Management and water usage within affordable limits which leads to 
a decrease in bad debts as well as the detection of leakages. 

• Electricity Prepaid Meters are Currently being rolled out to all households 

• R5m (Water) & R3m (Electricity) Budgeted for 201 1/12 and R3m and Rim in 
2012/2013 for Water and Electricity Prepaid Meters respectively. 

• These initiatives is of utmost importance to curb water and Electricity Wastage and to 
eliminate/decrease Bad Debts 

• The annual projected decrease in Bad Debts are R3m and R2.7m for water and 
electricity: this represents 6% of the Water & Electricity Revenue 

• Meters are installed free of charge: it is a pro-active Credit Control tool instead of 
reactive Debt Collection Processes. 

• A vendor is being procured to do Tracing and Blacklisting of Debtors, Indigent 
Application Screening as well as other appropriate services to supplement our in- 
house Credit Control Services 
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Equitable Share 


The Equitable S 


hare increased with R6.408m (14%) from 201 1/12 to 2012/13. 


Years 

Equitable 

Share 

Indigent 

Subsidy 

Subsidy as a % of 
Equitable Share 

2008/2009 

R25,680m 

RIO, 143m 

39.50% 

2009/2010 

R34,884m 

R1 3,71 4m 

40.10% 

2010/2011 

R43,655m 

R1 9,486m 

44.60% 

2011/2012 

R46,930m 

R21 ,035m 

44.80% 

2012/2013 

R53,34om 

R20.492m 

38.42% 


Indigents Subsidy 

The number of indigent Households is projected to increase from ±6,000 to ±8,000. This 
anticipated increase is mainly caused by high levels of unemployment in the 
Theewaterskloof region. Agricultural Seasonal Employment and Influx of Indigent people 
seeking greener pastures. This trend will have a significant impact on the Equitable 
Share Grant Allocation. 

The Recent Indigent statistics is reflected below: 


Towns 

Both 

vier 

Caledon 

Genade 

ndal 

Grabou 

w 

Greyto 

n 

RS 

E 

Tessela 

arsdal 

Villiers 

dorp 

Total 

Indigent 

Househol 

ds 

209 

632 

487 

3481 

150 

479 

97 

731 

6,266 


Specifications of Indigiant Mousef-iolds par ~rowrT 




Cost of Indigents Subsidy: 


There is a differentiation between the Formal Indigent Households (mostly RDP Houses) 
and Informal (mostly in Informal Settlements). The Indigent table below reflects the Free 
Basic Services Provided and the Cost of such Services. 
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Tdlal IncKvidual £u barely p.m^ 

OS-d 


« lir<i N* Cf i-i4i^*«n«l44 

-t 


i:^rAi'kd p-iW. 

344.400-&O 


No Ol' nl odlb ■- 

12 



4 1ST. 200 20 



eT.OTa B4 



12 


’TpEpt p-pr Yncnlkir 

4 14.314 44 



4,071 ,77 0. ZB 

4^e7-1 ,773.2* 

Aamin Faa 

T4S.7S5 ^2 

74S.7BS no 

Ciraod Total 

S.7Tr.So0.27 

0,7^7,030.27 


Siiminafy Pijt Dlens 

Dl#fis 

Pcr&i'tomm^f DT 

ag 

Wj&ier &&5IC 

1 0/1 0/70-' 10/45 10 

R 3,114,873.00 

Electficily 

1 0/1 10/45 10 

2,1^7^409.58 

Reltise 

10/10.- 55^ 10/45 10 

1 0.247,238,40 

Seav©- 

1 0/1 0/60H 10/45 10 

4.031,708.40 

Ploi Rernai 

10/10/1 S'- 14/4S 10 

1,327,585.40 

Admn 

10/10/1 S’- 10/45 10 

2.672, B49, 40 



H 20 491,845 84 

SLimmafV 

liitllgent Mo^t^1dy TolriJ + Aditiln 

i4,rr4,3oo.3r 

; R T3.29C,021 

Inrormal MonthJv Total + Admin 

5.71 7,5m27 

; R 5,257.248 

Total i>a 

20.401,845.84 

18.540,269.30 

Total [m 

1,707,05X82 

1,545.772.45 

Budget Amou ni' 

20,491,B4S.S4 



Informal Settlement Control 

Based on the survey conducted by LMS it is evident that squatter control is becoming an 
unavoidabie issue which needs to be managed more pro-effectively. 

Migration/ Population Increase 


Increase in popuiation remains a chaiienge in the Theewaterskioof area. Currentiy our 
popuiation growth average at 1.26%, which brings our estimated population to 1 10, 000 
for 2011. 
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The rapid population growth is especially in the Grabouw and Villiersdorp Farms is due to 
the agriculture sector being one of the major economic activities in TWK. The agriculture 
sector, more intensively in the Fruit production is labour-intensive and seasonal. These 
farm workers are only economically active for a certain period of the year and can 
contribute to Revenue (Municipal Service) only during that period. 

The result of the increase in the population is that there is an increase pressure on our 
public Services such as Schools, Community Flails, Clinics, Law Enforcement, and our 
Infrastructure and Land Availability for houses. 

[Source: 2009/2010 Annual Report] 
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10. Overview of Budget and Funding 


In terms of Section 1 8 of the Municipal Finance Management Act, an Annual Budget may 
only be funded from: 

• Realistically anticipated Revenues to be collected 

• Cash backed accumulated funds from previous years Surpluses not committed for 
other purposes 

• Borrowed funds, but only for the Capital Budget (Fixed Assets, Infrastructure, 
Property, Plant and Equipment) 

The Budget recognizes compliance to the following: 

• Credible, consistent and responsive to the Municipality’s IDP 

• Funded and achievable in terms of Service delivery 

• Institutional Needs Analyses and takes into consideration Risk Analyses, Internal, 
and External Factors impacting on Service delivery. 

• Contains Revenue and Expenditure Projections that are consistent with current and 
past year performances. 

• The Municipality has overcome all the major obstacles which had an impact on its 
capacity to spend its Budget and render Services. These include blockages in the form of 
staff, policies, procedures, and processes. Ageing Fleet is still being addressed. 

• Does not jeopardize the Financial Viability of the Municipality. 


1. 2012/2013 Budget and 2013/2014 to 2014/15 Projected Financial Performance 
1.1 Medium term outlook: Operating Budget 

The table below indicate the Operating Revenue Budget increase from R332.492 in 
2011/12 to R404.693 in 2012/13. 
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OPERATING INCOME & EXPENDITURE REPORT 


EXPENDITURE BXiMUkRf 

zf^ioma 

S01i/2ei2 

201EiZ013 

Budget 

Budget 

Budget 

Empiu piL;& r9fcit€d Kjeta 

52,131. S05 

100.010424 

111.274.204 

Coun-ciltofa-' i«lowanc*a 

S,0fl2.000 

6.830.100 

7.S7 1.986 

Gen«r«| Eicpwi™*: 




OiiiT GeneraK Ej(priJ^d=tyTe 

fl4.920.3B9 

71,596.635 

75.432.335 

FtKi«C< 

2.477.500 

2.773600 

3.3807790 

irtjfuppal Seduces S Assesmerfl ReSw 

7.702,370 

7.032,650 

10.156,000 

T &.-f 

1,SS2„lbO 

1 1.527.200 

i.527.S06 

Grants 

3.670.542 

4.307.000 

19.607.000 





Prowson tor tVorl^ir j 

7.158439 

4.033,606 

13.595,695 

Bilk Pufcliases 

34,120,710 

42,873.300 

S2.7O6,D40 

1. & mi4t«n*nc«: 




bii^. Ret-3.r3 ^ 

0.060,1 60 

0,161.483 

4.9S7.700 

Gn^urKts^ B^jidtiQ^ 

4.328.650 

5.143.650 

4.S31.533 

NetrtOfiffl 

3.163.600 

4,199,142 

3=004.000 

VeNdea 

2.609 ;200 

2,834.620 

3.326.127 





Ccnrsctor Serwea 

14,006,931 

15.593302 

17,401.S?0 


10.655.^5 

14.803.253 

15.510.214 

1^ Optrsling Expsnditufa 

281.570,539 

208.875.053 

344.501.087 

7 OmI or F%ay«fiLje 

1.642 .700 

3.106.772 

2.S16.S71 

Grants - Cap'Sa^ Purpose 

52.212.740 

53,382.000 

6O.S56.Q0O 

Not Expenditure 

330,031 ,070 

351 .393,825 

4Q7,O03,O:i3 

1 Repar S Mantensnce 

16,330.600 

17,343.895 

16.119.360 

? CftpteJ CMCf 

1,042,700 

3.186,772 

2,516,071 

3 Grants ' C Pprtal Pyrpo^s 

52,212,740 

S9J82.000 

60.B56.000 

Totet of tibtes A1 A A4 

354^85.730 

271,481,158 

328.471 .722 


REVENUE SUh^UAfEY 

2eior20it 

3011^012 

201ZiZQ13 

Budget 

Budget 

Budget 

Assessment Reies 

41000,000 

43.848.534 

47,766.224 

Services; 




Eiectnaty 

48.203.744 

58,561.351 

72.742,483 

W^ter Sales 

i 35,035,000 

40.628.556 

46.778.411 

Refuse Removal 

18,290,000 

19,869.037 

23.494.929 

Sev^erege 

' 17,651000 

19.450,000 

21.515,893 

SjbTot^ 

1t0,979.744 

138,508,944 

164,531.716 





Traffic Ffnes 

4.058,300 

5,058,300 

5.361,798 

Investment Interest f PensSties 

9.700,000 

7.700.000 

8.800.000 

bcences & Permits 

2.439.000 

2.603,289 

3.033.000 

Rentals 

1780,000 

1533,910 

2,711586 

Sundry ' Other Income 

40,188,787 

39,900.564 

53.094,076 

Grand In Aid: 




Grants ‘ EqurtaUe Share 

43,655,000 

28.385.731 

32.652.155 

Grants - Other Operating Purposes 

6.803,002 

5,570,000 

10,606,000 

SjbTot^ 

50,458,002 

33,955,731 

43458,155 









Net Operating Raven im 

1 269^3^3 

273,109272 

328,756,555 
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The following graph is a breakdown of the Operational Revenue and Expenditure per 
Main Category for the 2012/201 Sfinancial year. 


fr 


operating Income 

Grants - Other 




Fijol Oil 


Tariff setting plays a major role in ensuring desired levels of Revenue. Getting tariffs 
right assists in the compilation of a credible and funded Budget. The Municipality derives 
most of its operational Revenue from the provision of goods and Services such as water, 
electricity, sanitation and solid waste removal and property rates. 

Revenue was based on: 

• Growth in the Municipality and economic development 

• Revenue management and enhancement 

• Achievement of 90% annual collection rate for consumer Revenue 

• Electricity tariff increase within the National Electricity Regulator of South Africa 
(NERSA) approval 

• Achievement of full cost recovery of specific user charges 

• Determining tariff excalation rate by establishing/calculating Revenue 
requirements 

• The Property Rates Policy in terms of the Municipal Property Rates Act, 2004 (Act 
6 of 2004) (MPRA), and 
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The ability to extend new Services and obtain cost recovery levels. 




Particulars 

2012/13 

2011/12 

Rates 

9.60% 

6.90% 

Electricity 

19.86% 

20.38% 

Refuse 

8% 

6% 

Sewerage 

6% 

6% 

Water 

6% 

5.9% 


The above Principles Guide the annual increase in the Tariffs Charged to the consumers 
and the ratepayers aligned to the economic forecasts. 

The following illustrate the difference between the 201 1/12 and 2012/13 Tariff increase: 

Services Charges relating to Electricity, Water, Sanitation and Refuse Removal 
constitutes the biggest component of the Revenue basket of the Municipality totalling 
R1 49.801 million for the 2012/13Financial year and increasing to R1 89.51 3 million by 
2014/15. For the 201 1/12 financial year Services Charges amount to 46% of the total 
Revenue base. 

Operational Grants and Subsidiesamount to R79,029 million, R59,928 million and 
R69,912 million for each of the respective financial years of the MTREF. 

Investment Revenue contributes marginally to the Revenue base of the Municipalitywith 
aBudget allocation of R1 ,8 million, R2 million and R2.1 million for the respective three 
Financial years of the 2012/13 MTREF. The Actual Performance against Budget will be 
carefully monitored. Any variances in this regard will be addressed as part of the mid- 
year review and adjustments Budget. 

The tables below provide detail investment information and investment particulars by 
maturity. 


Mo netary Investments by Type (Table SA1 5 
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11. Capital Expenditure Budget Details 


The Capital Budget can be illustrated as follow per Function, Town and Capital Source. 

The Capital Budget increased from R82,951 in 2011/12 to R78,003m in 2012/13, R94,261m 
in 2013/14 and R85,346m in 2014/2015. 


CAPITAL PER FUNCTION 

FUNCTION 

2012/2013 

% 

ELECTRICITY 

9,010,000 

12% 

HOUSING 

23,682,000 

30% 

LAND & BUILDINGS 

2,050,000 

3% 

SEWERAGE 

23,121,636 

30% 

STREETS & 



STORMWATER 

5,088,413 

7% 

WATER DISTRIBUTION 

10,034,412 

13% 

TWK 

5,016,871 

6% 

TOTAL 

78,003,332 

100% 



CARITAL RER XOWIM 

towinj 

20X2/2013 

CAEEDOfSJ 

1^330,000.00 

GRABOU W 

043.00 

N/ILUIERSDORR 

13^403,000.00 

Ri\/I E RSOrsi DE REM D 

1,433,000.00 

GREYXO M/G EM ADE IMO/VL 

1^550,000.00 

XWK 

34, 23^7, 234.00 

XOTAE 

003. 332.00 
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CAPITAL PER TOWN 



CAPITAL SOURCES 

SOUi^CE 

20X2/Z013 

rviiG 

20, 000-00 

NEP 

3,000,000.00 

HOUSE NG 

000.00 

SURPLUS CASH 

a, ^-40,^ 7 1.00 

LOANS 

17,150,-401.00 


5300,000.00 

THUSON<3 <MULTI PURPOSE CENTRE) 

2300,000.00 

ROLL-OVERS 

7,050,000.00 

TOTAL 

; 76,OOS33^«00 



Capital Grants and Receipts equates to 78% of the Total Funding Source which 
represent R60.856 million for the 2012/2013 financial year and increased to R63.500 
million in 2013/2014 and R57.966 million in 2014/15. 

In terms of the Municipality’s Supply Chain Management Policy, no contracts are 
awarded beyond the Medium-term Revenue and Expenditure framework (three years). 
In ensuring adherence to this contractual time frame limitation, all reports submitted to 
either the Bid Evaluation and Adjudication Committees must obtain formal financial 
comments from the Financial Management Division of the Treasury Department. 


The following three tables present details of the Municipality’s Capital Expenditure 
Programme, firstly on New Assets, then the Renewal of Assets and finally on the repair 
and maintenance of Assets. 
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Capital Expenditure on New Assets by Asset Class (Table SA34a) 
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Capital Expenditure on Renewal of Existing Assets by Asset Class (Table SA34b) 
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Repairs and Maintenance Expenditure by Asset Class (Table SA34c) 
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Capital Expenditure details (Table SA36) 
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Borrowing still remains a significant funding source for the Capital Programme over the 
medium-term with an estimated R12.150m, R8.761m and R4.930 million to be raised for 
each of the respective financial years totalling R25.841 representing 16%, 9% and 6% of 
the Total Capital Budget Funding for each of the respective MTREF financial years. 

The following table is a detailed analysis of the Municipality’s borrowing liability. 

Detail of borrowings (Table SA17) 
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1.3 Cash Flow Management 

Cash flow management and forecasting is a critical step in determining if the Budget is 
funded over the medium-term. The table below is consistent with international standards 
of good financial management practice and also improves understanding for councillors 
and management. Some specific features include: 

• Clear separation of Receipts and Payments within each cash flow category; 

• Clear separation of Capital and Operating Receipts from Government, which also 
enables Cash from ‘Ratepayers and other’ to be provide for as cash inflow based on 
actual performance. In other words the actual collection rate of billed Revenue., and 

• Separation of Borrowing and Loan Repayments (no set-off), to assist with MFMA 
compliance assessment regarding the use of Long Term Borrowing (Debt). 
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Budget Cash Flow Statement (Table A7) 
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The Municipality is in the process of Debtors Data Cleansing to ensure that optimum 
cash levels are obtained. The project aims to correcting debtors’ data, ensuring the 
problems do not re-occur, increasing the Revenue inflow and focussing on enhancing 
inter-departmental co-operation and communication. We look diagnostically at 
problems detected and address the causes and processes. Goals and Objectives were 
presented to Management and is well supported and accepted. 

• Objective; To ensure all Consumers/ Ratepayers are on our Debtors System 
(Completeness) and that all challenges are levied and are charged at the Correct 
Tariffs (Correctness & Completeness of Billing) 

• Also addresses Distribution Losses (Water & Electricity) through theft, no meters etc. 

• To date over R3m Under-charges detected and corrected: use of own staff and few 
Temporary officials. 

1.4Cash Backed Reserves/Accumulated Surplus Reconciliation 

This following table meets the requirements of MFMA Circular 42 which deals with the 
funding of a Municipal Budget In accordance with sections 18 and 19 of the MFMA. A 
Surplus would indicate the cash-backed accumulated Surplus that was/is available. A 
shortfall (applications > cash and investments) is indicative of non-compliance with 
section 18 of the MFMA requirement that the Municipality’s Budget must be ‘funded’. 
Non-compliance with section 18 is assumed because a shortfall would Indirectly indicate 
that the annual Budget is not appropriately funded (Budgeted spending is greater than 
funds available or to be collected). It is also important to analyse trends to understand the 
consequences, e.g. the Budget year might indicate a small Surplus situation, which in 
itself is an appropriate outcome, but if in prior years there were much larger Surpluses 
then this negative trend may be a concern that requires closer examination. 
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Cash backed Reserves/Accumulated Surplus reconciliation (Table A8) 
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From the above table it can be seen that the cash and investments available total 28.977 
million in the 2012/13Financial year and progressively decrease to R1 3.287 million by 
2013/14, including the projected cash and cash equivalents as determined in the cash 
flow forecast. The following is a breakdown of the application of this funding: 

• Unspent Conditional Transfers (Grants) are automatically assumed to be an 
obligation as the Municipality has received Government transfers in advance of 
meeting the conditions. Ordinarily, unless there are special circumstances, the 
Municipality is obligated to return unspent conditional grant funds to the National 
Revenue fund at the end of the financial year. In the past these have been allowed 
to ‘roll-over’ and be spent in the ordinary course of business, but this practice has 
been discontinued. During the 2010/1 1 financial year the Municipality was required to 
supply National Treasury with a detailed analysis of the unspent grants as well as an 
action plan of spending the grants. For the 201 1/12 Financial year a provision has 
been made for this liability as approval from National Treasury takes some time to be 
received. 

• Unspent Borrowing is ring-fenced and reconciled on a monthly basis to ensure no 
unnecessary liabilities are incurred. 

• Provisions for Statutory Requirements include VAT owing to timing differences 
resulting from year- end obligations. 

• The main purpose of other Working Capital is to ensure that sufficient funds are 
available to meet obligations as they fall due. A key challenge is often the mismatch 
between the timing of receipts of funds from debtors and payments due to employees 
and creditors. It needs to be noted that, the desired cash levels should be 60 days to 
ensure continued liquidity of the Municipality. Any underperformance in relation to 
collections could place upward pressure on the ability of the Municipality to meet its 
creditor obligations. 

• Other Provision Liability is informed by, amongst others, the supplementary pension 
liability. 

• Long Term Investments consist primarily of the sinking funds for the repayment of 
future borrowings. The sinking fund value is held within long term investments and 
must be ‘held to maturity’ and is not available for spending. 

• Most Reserve Fund Cash-Backing is discretionary in nature, but the reserve funds 
are not available to support a Budget unless they are cash-backed. The reserve 
funds are not fully cash-backed. The level of cash-backing is directly informed by the 
Municipality’s cash backing policy. These include the rehabilitation of landfill sites 
and quarries. 
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It can be concluded that the Municipality has a Surplus against the Cash-backed and 
accumulated Surpluses reconciliation in 2011/2012 and 2012/2013. The level of non- 
cash-backing increased over the period 2008/09 to 2012/13 from R28.6million positive to 
R28.977 million positive in 2012/13. The challenge for the Municipality will be to ensure 
that the underlying planning and cash flow assumptions are meticulously managed, 
especially the performance against the collection rate. 

1.5 Funding Compliance Measurement 

National Treasury requires that the Municipality assess its financial sustainability against 
different measures that look at various aspects of the financial health of the Municipality. 
These measures are contained in the following table. All the information comes directly 
from the annual Budgeted Statements of Financial Performance, Financial Position and 
Cash Flows. The Funding Compliance Measurement Table essentially measures the 
degree to which the proposed Budget complies with the funding requirements of the 
MFMA. Each of the measures is discussed below. 


Funding Compliance Measurement (Table SAID) 
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/. Cash/Cash Equivalent Position 

The Municipality’s Forecast Cash Position was discussed as part of the Budgeted cash 
flow statement. A ‘positive’ cash position, for each year of the MTREF would generally be 
a minimum requirement, subject to the planned application of these funds such as cash- 
backing of reserves and working Capital requirements. 

If the Municipality’s Forecast Cash Position is negative, for any year of the medium term 
Budget, the Budget is very unlikely to meet MFMA requirements or be sustainable and 
could indicate a risk of non-compliance with section 45 of the MFMA which deals with the 
repayment of short term debt at the end of the financial year. The forecasted cash and 
cash equivalents for the 2012/13 MTREF shows R32.262 million, R20.849 million and 
R10.1 1 1 million for each respective financial year. 

//. Cash plus Investments less application of funds 

The purpose of this measure is to understand how the Municipality has applied the 
available Cash and Investments as identified in the Budgeted cash flow statement. The 
detail reconciliation of the cash backed reserves/Surpluses is contained in Table A8. The 
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reconciliation is intended to be a relatively simple methodology for understanding the 
Budgeted amount of cash and investments available with any planned or required 
applications to be made. This has been extensively discussed above. 

Hi. Monthly average payments covered by cash or cash equivalents 

The purpose of this measure is to understand the level of Financial Risk should the 
Municipality be under stress from a Collection and Cash In-Flow perspective. Regardless 
of the annual cash position an evaluation should be made of the ability of the Municipality 
to meet monthly payments as and when they fall due. It is especially important to 
consider the position should the Municipality be faced with an unexpected disaster that 
threatens Revenue collection such as rate boycotts. Notably, the ratio has been 
increasing for the period 2010/11 to 2012/13, moving from 1.2 to 1.4 with the adopted 
2012/13 MTREF. As part of the 2012/13 MTREF the Municipality’s cash position causes 
the ratio to move downwards from 1 .4 to 0.4 

iv. Surplus/Deficit excluding Depreciation offsets 

The main purpose of this measure is to understand if the Revenue levels are sufficient to 
conclude that the community is making a sufficient contribution for the Municipal 
resources consumed each year. An ‘adjusted’ Surplus/Deficit is achieved by offsetting 
the amount of depreciation related to externally funded Assets. Municipalities need to 
assess the result of this calculation taking into consideration its own circumstances and 
levels of backlogs. If the outcome is a deficit, it may indicate that rates and Service 
charges are insufficient to ensure that the community is making a sufficient contribution 
toward the economic benefits they are consuming over the medium term. 

It needs to be noted that a Surplus does not necessarily mean that the Budget is funded 
from a cash flow perspective and the first two measures in the table are therefore critical. 

V. Property Rates/Service charge Revenue as a % increase less macro inflation target 

The purpose of this measure is to understand whether the Municipality is contributing 
appropriately to the achievement of National Inflation Targets. This measure is based on 
the increase in ‘Revenue’, which will include both the change in the tariff as well as any 
assumption about real growth such as New Property Development, Services 
Consumption Growth etc. 

The factor is calculated by deducting the Maximum Macro-Economic Inflation Target 
Increase (which is currently 3-6 %). The result is intended to be an approximation of the 
real increase in Revenue. From the table above it can be seen that the % growth totals 
13.4, 5.4 and 5.7% for the respective financial year of the 2012/13 MTREF. However, 
the outcome is lower than it might be due to the slowdown in the economy and a 
reduction in consumption patterns. This trend will have to be carefully monitored and 
managed with the implementation of the Budget. 

vi. Cash Receipts as a % of ratepayer and other Revenue 

This factor is a Macro Measure of the Rate at which Funds are ‘Collected’. This measure 
is intended to analyse the underlying assumed collection rate for the MTREF to 
determine the relevance and credibility of the Budget assumptions contained in the 
Budget. It can be seen that the outcome is at 97.3, 97.9 and 98.3% for each of the 
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respective financial years. Given that the assumed collection rate was based on a 90% 
performance target, the cash flow statement has been conservatively determined. In 
addition the risks associated with objections to the valuation roll need to be clarified and 
hence the conservative approach, also taking into consideration the cash flow challenges 
experienced in the current financial year. This measure and performance objective will 
have to be meticulously managed. Should performance with the mid-year review and 
adjustments be positive in relation to actual collections of billed Revenue, the 
adjustments Budget will be amended accordingly. 

vii. Debt Impairment expense as a % of billable Revenue 

This factor measures whether the Provision for Debt Impairment is being adequately 
funded and is based on the underlying assumption that the provision for debt impairment 
(doubtful and bad debts) has to be increased to offset under-collection of billed 
Revenues. The provision has been appropriated at 6.9, 6.9 and 6.8% over the MTREF. 

via. Capital Payments % of Capital Expenditure 

The purpose of this measure is to determine whether the Timing of Payments has been 
taken into consideration when forecasting the cash position. 

ix. Borrowing as a % of Capital Expenditure (excluding transfers, grants and contributions) 

The purpose of this measurement is to determine the Proportion of a Municipality’s ‘Own- 
funded’ Capital Expenditure Budget that is being funded from borrowed funds to confirm 
MFMA compliance. Externally funded Expenditure (by transfers/grants and contributions) 
has been be excluded. It can be seen that borrowing equates to 70.9, 28.5 and 18% of 
own funded Capital. 

X. Transfers/Grants Revenue as a % of Government Transfers/Grants available 

The purpose of this measurement is mainly to ensure that all available transfers from 
National and Provincial Government have been budgeted for. A % less than 100 % could 
indicate that not all grants as contained in the Division of Revenue Act (DoRA) have been 
budgeted for. The Municipality has budgeted for all transfers. 

xi. Consumer Debtors Change (Current and Non-current) 

The purpose of these measures is to ascertain whether Budgeted Reductions in 
Outstanding Debtors are realistic. There are 2 measures shown for this factor; the 
change in current debtors and the change in long term receivables, both from the 
Budgeted Financial Position. 

xii. Repairs and Maintenance Expenditure level 

This measure must be considered important within the context of the funding measures 
criteria because a trend that indicates insufficient funds are being committed to Asset 
Repair could also indicate that the overall Budget is not credible and/or sustainable in the 
medium to long term because the Revenue Budget is not being protected. Details of the 
Municipality’s strategy pertaining to Asset Management and Repairs and Maintenance 
are contained in Table SA34C. 
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xiii. Asset Renewal/Rehabilitation Expenditure level 

This measure has a similar objective to aforementioned objective relating to Repairs and 
Maintenance. A requirement of the detailed Capital Budget (since MFMA Circular 28 
which was issued in December 2005) is to categorise each Capital project as a new 
asset or a renewal/rehabilitation project. The objective is to summarise and understand 
the proportion of Budgets being provided for new Assets and also asset sustainability. A 
declining or low level of renewal funding may indicate that a Budget is not credible and/or 
sustainable and future Revenue is not being protected, similar to the justification for 
‘repairs and maintenance’ Budgets. Further details in this regard are contained in Table 
SA34b. 
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12. Expenditure on Allocations and Grant Programmes 


Expenditure on Allocations and Grant Programmes (Table SA19) 
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The table below reflects the Division of Revenue Grant Allocations 


GRANT ALLOCATIONS 201^2013 
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13. Annual Budgets and Service delivery and Budget Implementation Plans- Internal 
Departments 


The Functional performance of the Municipality provides comprehensive information on 
the implementation of the SDBIP and the relevant Functional Area reporting schedule: 

A detailed departmental SDBIP will be available on the website of TWK Municipality. 

Departmental Structure 



The functional breakdown per Directorate is as follows: 

Corporate Service: 

Legal Advisory 

• Both the Director and deputy Director Corporate Services are the Legal Officers for the 
organisation and provide legal support to all Directorates 

Administration 

• Give administrative support to the Council and Its political structures 

• Corporate support for other Directorates and Town offices 

• Provision of secretariat Services to all directorates 

• The management of the Municipality’s incoming and outgoing mail including the 
distribution and dispatch of correspondence to and from the public 

• The management of access to records 

• The management of Security and Cleaning Services 

Human Resources 
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• Ensuring a skilled workforce through training and selection 

• Ensuring sound HR administration 

• Ensuring an informed labour force by practicing sound labour relations 

• Ensuring a sound organisational structure 

Information Technology 

• The Information Technology department serves as support function for the whole of the 
organization: 

• Maintaining the IT and communication Infrastructure 

• Facilitate the integration of information systems 

• Establishing and maintaining proper backup procedures and systems 

• Ensuring information security 

Development Services: 

Integrated Development Planning 

This department provides a unique support Service to all Departments, community and 
council. It is responsible for the coordination and management of the IDP process, 
Organisational Performance Management, Annual Reporting, Service Delivery and Budget 
Implementation Plan, and Social Development 

Local Economic Development (LED) and Tourism 

• Create an enabling environment for economic development 

• Increase economic opportunities for people 

• Promote Inter-Governmental collaboration 

• Build local Capacity 

• Encourage PPP in Local economic Development 

• Monitor and evaluate LED strategy. 

• Capacitate SMME’s 

Housing and Integrated Human Settlement 

• The function of this department is to facilitate, manage and maintain low cost housing 
development within the Theewaterskloof Municipality 

Property Management 

• The Property Management section has to ensure that Municipal owned immovable 
Assets are managed efficiently, effectively and economically and are dealt with in a 
manner which will ensure the maximum benefit to the Municipality and the community 

Financial Services: 

Expenditure and Supply Chain Management 

• Salaries: Implementation of approved payroll, paying of salaries, allowances and 
accounting for payroll implementation 

• Creditors: Payment and recording of creditors’ payments and reconciliations 
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• Supply Chain Management: Responsible for the Administration and Management of 
Procurement of goods and Services (i.e. Acquisition Management in particular) 

• Bank Reconciliation 

• Administration and Management of Investments 

• Administration and Management of Loans 

• Maintain Professionalism, Honesty, Integrity and Internal Controls 

Revenue Management 

• Facilitation and application for Municipal Services 

• Debtors Billing Administration and Management 

• Meter Reading 

• Administration of Clearance Certificates 

• Rendering of Monthly Consumer / Rates Debtors Accounts 

• Debtors Customer Care and Query Administration 

• Receipting and bank Revenue management 

• Credit Control, Debt Collection and Indigents Management 

• Maintain Professionalism, Honesty, Integrity and Internal Controls 

Budget Office 

• Budget 

• In-year Reporting and Annual Financial Statements 

• Budgetary Management and Control 

• Financial Viability 

• Co-ordinate Financial Policy Formulation 

• Financial Management Workshops under leadership of CFO 

• Maintain Professionalism, Honesty, Integrity and Internal Controls 

Assets, Insurance and Risk Management 

• Asset Management 

• Insurance Management 

• Risk Management 

• Maintain Professionalism, Honesty, Integrity and Internal Controls 

Costing 

• Costing Services 

• Financial Control 

• Financial Sustainability Initiatives 

• Maintain Professionalism, Honesty, Integrity and Internal Controls 

V Technical Service: 

Water Distribution and Treatment 

• (Supply potable water in accordance with (SABS 241 ) to the residents within its 
jurisdiction. In terms of Schedule 4B of the Constitution: “Water and Sanitation Services 
limited to potable water supply systems”) 
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Roads 


• The municipality is responsible for the Roads and Storm water Reticulation within the 
towns of the WC031 established Municipal area. Roads and Stormwater Division 
functions as a division on its own headed by the Assistant Manager of each town. This 
unit has 85 trained Technical, Artisans and other operational staff 

Electricity Distribution 

Electricity purchase and Distribution Functions of the Municipality are administered as 

follows and include: 

• The effective and efficient distribution and reticulation of energy in the following towns 
(Caledon, Villiersdorp, Greyton and Riviersonderend. Grabouw, Genadendal, Botrivier, 
Tesselaarsdaland Middleton reside within Eskom jurisdiction) 

• Distribute electricity subject to the license conditions set by NERSA 

Electricity/Street Lighting 

• Provide adequate Street Lighting for urban areas and Maintain/Repair faulty street lights 

• Upgrade of existing Services as well as new developments 

• These Services extend to include Theewaterskloof (Caledon, Greyton, Riviersonderend 
and Villiersdorp, but do not take account rural areas such as Tesselaarsdal, Botrivier, 
Grabouw, Genadendal which resides within the jurisdiction of Provincial Government 

Waste Water Management (Sewerage) 

• Theewaterskloof Municipality provides sewerage collection systems, comprising water 
borne sewer networks, bucket removal system and vacuum tanker Service where 
necessary, and treats the collected effluent at 7 sewage treatment plants. Further 
Services include the provision and maintenance of communal toilets in informal areas 

Solid Waste Management 

• Theewaterskloof Municipality is responsible for the day to day operations in every town 
and for the removal and collection of the waste, cleaning of road reserves and most 
public open places. There are three Transfer-stations in the Municipal jurisdiction, one 

in Grabouw, Villiersdorp and the other in Botriver. Caledon has a licensed waste site but 
Genadendal, Greyton and Riviersonderend is not permitted yet. 

Fleet Management 

• To manage and maintain all fleet of the Municipality. 

• To provide sufficient Municipal Services to all residence within the Municipal boundary. 

Operations 

• Responsible for the day-to-day to Service delivery within all Theewaterskloof Towns. 
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14. Legislation Compliance Status 


Compliance with the MFMA Implementation requirements has been substantially adhered to 
through the following activities: 

■ Budget and Treasury Office: A Budget and Treasury Office have been established in 
accordance with the MFMA. In order to comply all vacancies are filled and the office is fully 
functional. 

■ Budgeting: The annual Budget is prepared in accordance with the requirements 
prescribed by the MFMA, Budget and Reporting Regulations and National Treasury 
requirements and directives. 

■ Financial Reporting: 100% compliance with regards to monthly, quarterly and annual 
reporting to the Executive Mayor, Mayoral Committee, Council, Provincial and National 
Treasury. 

■ Annual Report: The Annual Report is prepared in accordance with the MFMA and 
National Treasury. 

■ Debt Collection: A Debt Collection unit has been established in accordance with the 
relative legislation. The staff appointments in the Debt Collection Department have almost 
completed and the department is fully functional. 

■ Internal Audit: The department is fully functional with a Deputy Director: Internal Auditor 
and a Clerk Internal Audit in order to comply with the MFMA and obtain value for money. 

■ Supply Chain Management: A Functional Supply Chain Management Unit in 
accordance with the MFMA. The Municipality is in the process of centralizing the SCM Unit. 

■ Risk Management: Theewaterskloof Municipality has adopted a Risk Management 
Policy August 2009 and official has undergone training. A Risk Register is compile which 
identify the top ten risks and is reviewed and monitor regularly. 

■ Asset Management: The Fixed Asset Register is fully GRAP compliant and the Asset 
Maintenance Plan is in progress in order to comply with legislation. 

■ Internship Programme: Theewaterskloof Municipality is participating in the Municipal 
Finance Management Internship Programme. Five Interns are employed and are undergoing 
various training in all sections of the Finance Department. 
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15. Other Supporting Documents 


a. Tariff list 

Refer to Annexure B for a draft list of tariffs to be approved. 

b. Supplementary Notes to Tables 

c. Supporting detail to Budgeted Financial performance (Table SAl) 
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Supporting detail to Statement of Financial Position (Table SA3) 
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16. Overview of Budget Related Policies 


The following Budget-Related Policies have been approved by Council or have been 
reviewed and amended in line with Nationai Guidelines and Legislation. 

Grant in Aid Policy 

A Grant in Aid Policy was deveioped and approved by council in 28 October 2010 in terms of 
Section 67 of the MFMA. 

It deals with processes and procedures to be followed when the Municipality allocates grants 
to other institutions in an equitabie and transparent manner and in iine with IDP Objectives. 

Provisions and disclosures must be made for Allocations under consideration in the draft 
Budget and other prescribed Budget reiated documents for public comments. 

Applications are made in iine with Section 67 of the MFMA and the poiicy on a prescribed 
appiication form. The name of the institution, grant amount and description should be 
disclosed on the Grant Statement. 

Asset Management Policy 

This policy has been designed to assist management and officials of the Theewaterskloof 
Municipality with the description and management procedures for Property, Piant and 
Equipment, Intangibie Assets, and Investment Property. 

It further aims to ensure that the Assets of the Municipality are properiy accounted for, 
marked and to ensure that Assets are utilized and maintained in an economic, effective, and 
efficient manner to ensure optimai utilization, vaiue for money and sustainabie Service 
delivery. 

Anti-Corruption Policy 

To ensure that the Municipaiity is in compiiance with the Municipai Systems Act, Act No 32 of 
2000 which requires the Municipality, amongst other things to develop and adopt appropriate 
systems and procedures that contribute to effective and efficient management of the 
Municipality and its resources. 

Virement Policy 

Virement is process of transferring funds from one line item to another within one vote with 
the approval of the relevant Senior Manager and CFO, to enable Budget 

Manager to transfer funds from one vote line-item with anticipated savings to another. 

The aim is to improve Financial controls over the processes and procedures of transferring 
funds and to ensure accountabiiity and improved Budgetary Controi. 
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Section F (g) 

The Municipal Manager will report to the Mayor on a quarterly basis on those virements 
which have taken place during that quarter. 

Amended to: That the Municipal Manager approves the Virements and include the said 
Virements in the Adjustment Budget 

Funds and Reserves Policy 

In terms of Sections 18 and 19 of the Municipal Finance Management Act (Act No 56 of 
2003) (MFMA), an annual Budget may only be funded from: 

• Realistically anticipated Revenues to be collected; 

• Cash backed accumulated funds from previous years’ Surpluses not committed for 
other purposes, and 

• Borrowed funds, but only for Capital project 

Furthermore, spending on a Capital project may only be commenced if the funding sources 
have been considered, are available and have not been committed for other purposes. 

The Council sets the objective for a long term financially sustainable Municipality with 
acceptable levels of Service delivery to the community. 

This policy aims to set standards and guidelines in ensuring Financial viability over both the 
short- and long term and includes funding- as well as reserves requirements. 

All the above-mentioned Policies were approved by Council and are reviewed at least 
annually. The policies are available on the Municipality’s websit 

Cash Management and Investment Policy 

In terms Section 13 (2) of the Municipal Finance Management Act, 2003 the Municipality 
must establish an appropriate and effective Cash Management and Investment Policy. 

The objectives of the policy are to ensure optimal performance with the least possible risk, in 
managing and investing the cash resources of the Municipality and to ensure transparency, 
accountability, and appropriate lines of responsibility 

To be deleted: 

Paragraph 8.10 (The Municipal Manager must annually measure and report to the Council on 
the performance of its investments in terms of the stipulated objectives of this policy. The 
measurement must be done by way of taking into consideration the performance of 
surrounding Municipalities on its investments.) 
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Property Rates Policy 

Addition: 


6. Categories of Property 

6.3 Special ratings may be determined from time to time in terms of council resolution and 
Municipal Fiscal Powers and Functions Act (Act 12 of 2007. 

Addition: 

10. Exemptions 

k) Special Nature reserve. National park or nature reserve within the meanino of 

Protected Areas Act 

Which are not developed or used for commercial, business, agricultural or residential 
purposes (Refer to Section 17(1)(e)) 


Amendment: 

10. Exemptions 

10.3.4. applications must reach the Municipality before the end of October preceding 
the start of the new Municipal financial year for which relief is sought; and 

Amended as follow: 

10.3.4. applications must reach the Municipality before the end of December 
preceding the start of the new Municipal financial year for which relief is sought; and 

Amendment: 

1 1 .4 Categories of owners 

11.4.1.4. These applications must reach the Municipality before the end of September 
preceding the start of the new Municipal financial year for which relief is sought. 

Amended as follow: 

11.4.1.4. These applications must reach the Municipality before the end of December 
preceding the start of the new Municipal financial year for which relief is sought. 

Addition: 

12.1.1.2. Rebates will be granted on application subject to: 

e) Applications must reach the Municipality before the end of December preceding the 
start of the new Municipal financial year for which relief is sought. 
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Amendment: 


12.1.6. Public Service Infrastructure 

A rebate of 75% as mandated by the Act will be granted to Public Service for Infrastructure 
as they provide essential services to the community. 

Amended as follow: 

12.1.6. Public Service Infrastructure 

A rebate of 30% as mandated by the Act will be granted to Public Service for Infrastructure 
as they provide essential services to the community. 

Amendment: 

14.2 The municipal manager must annually table in Council:- 

b) a statement reflecting the income which the municipality has foregone during the 
previous financial year by way of such exemptions, reductions and rebates and the phasing 
in discount granted in terms of Sections 21. 

Amended as follow: 

14.2 The municipal manager must annually table in Council:- 

b) a statement reflecting the income which the municipality has foregone during the 
previous financial year by way of such exemptions, reductions and rebates and the phasing 
in discount granted in terms of the Act. 
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Amendment: 


Schedule 1 


CATEGORY / DESCRIPTION 

REBATES AND REDUCTIONS 

State Properties 

20% 

Owners of Residential Properties with total household income up to 
R3 500 

Rates are not levied on the first 

R50 000 of valuation (R35 000 
plus the compulsory R15 000) 

Refer to 1 1 .4 

Retired and Disabled Person with total household income up to 

R3 500 

Rates are not levied on the first 

R50 000 of valuation (R35 000 
plus the compulsory R15 000) 

Refer to 1 1 .4 

Municipal Properties 

100% 

Cemeteries and crematoria (See 10.2.2) 

100% 

Public Benefit Organisations (See 10.2.3 and conditions apply 10.3) 

100% 

Place of worship (See 10.2.4) 

100% 

Business, commercial and industrial properties refer to 12.1.1 

As determined by council. 

Agricultural properties: Residential 

0% 

Agricultural properties for Agricultural purposes 

75% 

Agricultural properties: Business and Commercial refer to 12.1.1 

As determined by council. 

Public Service infrastructure 

75% 

Conservation Land refer to 12.1.4 

0% 

Historical or heritage properties refer to 12.1 .5 

0% 


In terms of section 17 of the Act, Municipality may not levy a rate 

a) on the first 75% of the market price of a public service infrastructure 

b) on the first R15 000 of the Market value of a property assigned in the valuation roll or 
supplementary valuation roli of the municipality for: 

i. all residential properties 

ii. all properties used for muitiple purpose, provided one or more components of the property 
are used for residential purpose 
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Amended as follow: 


Schedule 1 


CATEGORY / DESCRIPTION 

REBATES AND REDUCTIONS 

State Properties 

20% 

Owners of Residential Properties with total household income up to 

R3 500 per month 

Rates are not levied on the first R50 
000 of valuation (R35 000 plus the 
compulsory R15 000) Refer to 11 .4 

Municipal Properties 

100% 

Place of worship (See 10.2.4) 

100% 

Public Service infrastructure 

30% 

Special nature reserve, national park or nature reserve refer to 10.2.3 

100% 


In terms of section 17 of the Act, Municipality may not levy a rate 

a) on the first 30% of the market price of a public service infrastructure 

b) on the first R15 000 of the Market value of a property assigned in the valuation roll or 
supplementary valuation roll of the municipality for: 

i. all residential properties 

ii. all properties used for multiple purpose, provided one or more components of the property 
are used for residential purpose 


Credit Control and Debt Collection Policy 

This policy has been formulated and developed in order to comply with Section 96 - 98 of the 
Local Government: Municipal Systems Act, 2000 which states: 

In terms of Section 96 of the MSA a Municipality- 

(a) must collect all money that is due and payable to it, subject to this Act andany other 
applicable legislation; and 

(b) for this purpose, must adopt, maintain and implement a Credit Control and Debt Collection 
Policy which is consistent with its rates and tariff policies andcomplies with the provisions of 
the MSA. 

This policy is also aimed at guiding officials in the legislative implementation of processes 
necessary to ensure optimal Revenue generation and collection. Increased Revenue forms 
the basis for effective Service delivery, infrastructure development, and economic growth. 

Add paragraph: 
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Chapter 2: Credit control and Debt Collection Policy 

2.4 A person is liable for payment of an account, whether or not that person has received 
an account by mean of posting, email or hand delivery. 

Section 1 : Debtors from services rendered 

Currently read as: 

1 .3 Such contract shall set out the conditions on which services are provided and shall 
require the signatory to note the contents of the municipality’s credit control and debt 
collection policy a copy of which shall be provided to such signatory, as well as the provision 
of the Municipal Systems Act no. 32 of 2000 in regard to the municipality’s right of access to 
property. 

Amendment: 

1 .3 Such contract shall set out the conditions on which services are provided and shall 
require the signatory to note the contents of the municipality’s credit control and debt 
collection policy. An abbreviated extract of this policy will be supplied to the consumer as 
well as an extract from the Municipal Systems Act 32/2000 relating to access to property. 

Section 1 .4 Read as: 

All new agreements, for the rendering of services, with consumers will only be entered into 
with the owner of the property. (Section 1 18 of the Municipal Systems Act, Act 32 of 2000, 
should be brought under the attention of the owner or his duly authorised agent). 

Amendment and addition: 

1 .4 (a) All new agreements, for the rendering of services, with non-indiqent consumers 
will only be entered into with the owner of the property. (Section 1 18 of the Municipal 
Systems Act, Act 32 of 2000, should be brought under the attention of the owner or his duly 
authorised agent). 

1 .4 (b) Indigent Tenants: An account may be opened in the name of the Tenant on 

successful application to be classified as indigent, provided that the Owner gives Written 
Consent that the Tenant is the occupant, the amount of Monthly Rental Payable and a further 
undertaking that the Owner must inform Council in writing when the Tenant vacates the 
house in order to terminate the subsidy. If not terminated, the owner will be held liable for any 
undue subsidies granted to him (owner) or a new Tenant. A separate Group Code must be 
opened for “Tenants Indigents”. 
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Chapter 2 Section 5. (to be added) 


5.1.9 If an amount due for rates levied in respect of a property is unpaid by the owner of the 
property after the date determined in terms of S26 (2) MPRA, the municipal may recover the 
amount in whole or in part from a tenant or occupier of the property, despite any contractual 
obligation to the contrary on the tenant or occupier. 

Any amount a municipality recovers from the tenant or occupier of the property must be set 
off by the tenant or occupier against any money owed by the tenant or occupier to the owner 

5.1.10 A Municipality may, despite the Estate Agents Affairs Act, recover the amount due for 
rates on a property in whole or in part from the agent of the owner. The amount a 
municipality may recover from the agent is limited to the amount of any rent or other money 
received by the agent on behalf of the owner. (Agent commission excluded) 

Section 6. Interest on arrears 

Read as: 

6.1 Interest at the rate as determined by the municipality (normally one percent higher 
than the prime rate) in accordance with the Municipal Systems Act 32, 2000 will be charged 
on arrears on the day following the final date for payment as indicated on the account. For 
this purpose, part of a month will be treated as a full month. Interest rate determined as at 
end of April and may be adjusted at end of December annually. 

Amendment must read: 

6.1 Interest at the rate as determined by the municipality (normally one percent higher 
than the prime rate) in accordance with the Municipal Systems Act 32, 2000 will be charged 
on arrears on the day following the final date for payment as indicated on the account. For 
this purpose, part of a month will be treated as a full month. Interest rate determined on a 
monthly basis at Prime +1% 

Add recommended paragraph 

6.1 No interest to be charged on accounts in the name of Theewaterskloof Municipality 
with the exception of rental contracts 

Section 7.4 

Must be added to Section 7.4.6 

Council may deduct 10% to 50% of Electricity Purchases amount to settle unpaid Rates and 
Services Debts form 10% escalating with 10% per number of months in arrears. 

That Sewer Blockages at Non-Indigent Households be affected before payment if the 
Household is unable to pay in advance and that the account be debited with such charges 

Section 9. Action against non-payment or defaulters 

9.2 Letter of Demand 

Read currently as; 

9.2.1 A Letter of Demand will be sent to every owner or consumer who is in arrears with 
his/her account with the municipal account. 
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Amendment: 

9.2.1 Notice will be given by Letter of Demand, electricity and water notice, or sms to every 
owner or consumer who is in arrears with his account with the Municipal Account, 

Section to be removed. 

9.2.2 Where the consumer is not the owner of the property, the owner will be Informed on 
the default of the consumer. 

Section 1 1 . Consumer Deposits 

1 1 . Deposits of defaulters may be adjusted or recalculated to cover at least two and a half 
times the estimated consumption. The minimum deposits required shall be approved with 
the tariff and charges annually. The deposit will be applied to defaulters and new owners. 

Recommend to read as: 

Section 11. Consumer deposits 

1 1 . Deposits of defaulters may be adjusted or recalculated to cover at least two and a half 
times the estimated consumption and basic fees for the services of water, electricity, refuse 
and sewerage. The minimum deposits required shall be approved with the tariff and charges 
annually. The deposits will be applied to defaulters and new owners. 

Section 15. Writing off of Bad Debts 

To be added 

15.3. Council to only consider writing off debts by indigent consumers who have been 
classified as indigent consumers for more than 3 (three) months. 

Section 17. Issuing of Rate Clearance Certificates 

Currently read as: 

17. The following fees must be paid before a rates clearance certificate is issued: 

1.1 Valuation certificate. 

1 .2 Clearance certificate. 

1 .3 Availability fees for four (4) months in advance. 

1.4 Service fees for four months in advance where a residence is transferred into the 
name of the remaining man or woman upon the decease of his/her spouse and the services 
are paid up t date. 

Recommended 

Section 17: Issuing of Rate Clearance Certificates 

17. The following fees must be paid before a rates clearance certificate is issued: 

1.1 Valuation certificate. 

1 .2 Clearance certificate. 
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1 .3 Availability fees for three (3) months or as determined in the Application request as 
required from the Attorneys. 

To be removed: 

1.4 Service fees for four months in advance where a residence is transferred into the 
name of the remaining spouse upon the decease of his/her spouse and the services are paid 
up to date. 

17.3 Availability fees for 2 (two) months in advance 

17.4 All service fees for 2 ( two) months in advance based on consumption and basic fees 
on the current account, except in the case where a residence is transferred into the name of 
the remaining man or woman upon the decease of his/her spouse and the services fees are 
paid up to date. 

All debts must be recovered (including tenants’ accounts) before Clearance Certificates are 
issued: Owner remains liable for all debt to a property. 

Business Licenses are not granted to those who owe council 

INDIGENT POLICY 

In terms of Section 74 of the Local Government Municipal Systems Act 2000, a Municipal 
council must adopt and implement a Tariff Policy. 

In terms of Section 74 (2) (c) and (i) of the MSA in adopting a Tariff Policy, the council should 
ensure that poor households have access to basic Services and at least take into 
consideration the extent of subsidization of tariffs for poor households. 

The Indigent Policy provides the procedures and guidelines in the application, criteria and 
adjudication of applications for subsiding of basic Services and tariff charges to indigent 
households. 

Chapter 2: Indigent Policy 
Currently read as: 

Section 1 . Qualifying as an indigent 

1.1 A household where the combined or joint gross income of all 

occupants/residents/dependants, over the age of 18 years or who have potential earning 
capacity, is less than twice the monthly pension grant and can no longer afford to pay for the 
services provided by the council (subject to verification by Ward Councillor in consultation 
with the Ward Committee). 

Amendment to; 

Section 1. Qualifying as an Indigent 

1.1 A household where the combined or joint gross income of all 

occupants/residents/dependants, over the age of 18 years or who have potential earning 
capacity, is less than twice the monthly pension grant and can no longer afford to pay for the 
services provided by the council (subject to verification by Ward Councillor in consultation 
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with the Ward Committee). The “Spouse support/Care Grant” or “Child support Grant” should 
not be added to the Indigent Qualifying income threshold. 


Section 1 

To be added: 

1 .8 In cases where the owner/s of the house (eg. Mother and father) have passed away 
and the occupant children are indigent, they should qualify for the subsidy, provided that an 
Affidavit is provided that they are the children/relatives and legitimate occupants of the house 
along with certified copies of the Death certificate/s 

1.9 Tenants: 

An account should be opened in the name of the Tenant, provided that the Owner gives 
Written Consent that the Tenant is the occupant, the amount of Monthly Rental Payable and 
a further undertaking that the Owner must inform Council in writing when the Tenant vacates 
the house in order to terminate the subsidy. If not terminated, the owner will be held liable for 
any undue subsidies granted to him (owner) or a new Tenant. A separate Group Code must 
be opened for “Tenants Indigents”. The owner must supply council with a Lease Contract 
where the Lessee is an Indigent Person. If prepaid meter is installed at low-cost housing 
schemes, no connection fees for Water and Electricity are payable. Due to the indigent 
status that might change no deposit refund is allowed. Should the indigent status changes a 
deposit may become payable which will be calculated on services provided. 

Section 3: Period for Qualification 

Read as follows: 

3.1 the period for implementation of the indigent policy is to be determined by the Council 
during its budgetary process. 

Indigent Households must inform Council of their status when it has changed. 

The onus is on the indigents to ensure that they visit Council’s offices annually by end of 
February to declare their indigent status, or to engage the Ward Committees / Ward 
Councillor to review the status. 

Section 3: Period for qualification 

Amendment to be: 

3.1 the period for implementation of the indigent policy is to be determined by the Council 
during its budgetary process. 

Indigent Households must inform Council of their status when it has changed. 

The onus is on the indigents to ensure that they visit council’s offices annually by end of their 
12 month period of subsidy as to declare their indigence status, or to engage the Ward 
Committees / Ward Councillor to review the status. Notification will be sent to every 
individual indigent consumer two months before their subsidy expires. 
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4. Extent of support 

4.2 The council will assess the level of support annually (before the end of 
February); and 

Amendment to be; 

4.2 The council will assess the level of support annually during the annual budget 
compilation and 

5. Distribution of Indigent support 

5.5 Relief will be applied for a period up to the end of June as determined by the council. 

Amendment: 

5.5 Relief will be applied for a period of 12 (twelve) months form date of implementation or 
until such date as determined by the council. 

5.6 The household must apply for continuation of the relief depending on his/her 
circumstances. (Existing indigents will be reviewed annually by the end of February). 

Amendment: 

5.6 The household must apply for continuation of the relief depending on his/her 
circumstances before the 12 month period of initial approval has lapsed. Notices to the 
renewal or continuation will be sent to the individual existing indigents two months before the 
date their indigent subsidy is due to lapse. 

7. Control systems for indigents 

Read as follows: 

7.2 Applications should be scrutinised prior to approval after verification by the ward 
councillor, in consultation with the Ward Committee. 

Amendment: 

7.2 Applications to be approved by the Town Manager and presented to the Ward 
Councillor and Ward Committee for scrutiny. 

8.2. Tariff Policy 

The Municipality wishes to achieve the following by adopting this policy: 

1 . To comply with the provisions of Section 74 of the Local Government: Municipal Systems 
Act, 2000 (MSA): the Municipality must adopt and implement a Tariff Policy on the levying of 
fees for MunicipalServices provided by Municipality 

2. To comply with Section 62(1 ) (f) of the MFMA wish states that the Accounting Officer 
must ensure that a Municipality has and implement a Tariff Policy 

3. To prescribe Procedures and Principles (as defined in Section 74 (2) of the MSA for 
calculating tariffs were the Municipality wishes to implement Service providers in terms of 
Section 76(b) of the Act. 
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4. To give guidance regarding tariff proposals and calculations to provide a framework to 
determine fair, transparent and affordable charges that also promote sustainable Service 
delivery. 

The policy ensures a holistic and comprehensive overview on all the Revenues / charges 
levied. 

7.1 Calculation of Tariffs for Major Services 

Currently read as: 

The municipality shall provide the first 50kWh of electricity per month and the first 6 kl of 
water per month free of charge to consumers who have registered as indigents in terms of 
the municipality’s indigent relief programme. The municipality shall further consider relief in 
respect of the tariffs for sewerage and refuse removal for such registered indigents to the 
extent that the council deems such relief affordable in terms of each annual budget, but on 
the understanding that such relief shall not be less than a discount of 50% on the monthly 
amount billed for the service concerned. 

Amendment: 

The municipality shall annually during the budget process decide on the units kWh electricity 
per month and the kl of water per month to be supplied free of charge to consumers who 
have registered as indigents in terms of the Municipality’s Indigent Relief Programme. The 
municipality shall further consider relief in respect of the tariffs for sewerage and refuse 
removal for such registered indigents to the extent that the council deems such relief 
affordable in terms of each annual budget, but on the understanding that such relief shall not 
be less than a discount of 50% on the monthly amount billed for the service concerned. 


7.1.4 SEWERAGE/EMPTYING OF CONSERVANCY TANKS 
Currently read as: 

(iii) The cost of emptying conservancy tanks will be based on the volume disposed and the 
cost associated therewith. An average tariff per user willbe calculated. 

Amendment: 

(iii) Residential properties, business premises and farms where no municipal sewer network 
exists shall pay a tariff per half-hour (30 minutes) or portion thereof 

7.2 CALCULATION OF MINOR TARIFFS 

Currently read as; 

Penalty charges for the submission of dishonoured, stale, post dated or otherwise 
unacceptable cheques. 

Amendment: 

Penalty charges for the submission of dishonoured, stale, post dated or otherwise 
unacceptable cheques, debit orders and direct deposits 

Addition: 

Deposits for municipal services: to be calculated on the basis of basic fees for the services of 
water, electricity , sewerage and refuse and consumption of water and/or electricity for two 
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months. The consumption of water and/or electricity to be negotiated if supplied by prepaid 
meters. Both basic fee and consumption for electricity to be negated for Eskom supply areas. 
Cash and bank guarantees acceptable as services deposits. 


Risk Management Policy 

Section 62 (1 ) of the MFMA requires that the Accounting Officer takes all reasonable steps to 
ensure that the Municipality has and maintains effective, efficient, and transparent systems of 
Financial and Risk Management, of internal control and of internal audit as well as the 
effective, efficient, and economical use of the resources of the Municipality. 

The purpose of the Risk Management Policy is to enable the Municipality not only to comply 
with legislation but also to manage risks by reducing/eliminating the likelihood and impact of 
risks in a pro-active, responsible and structured manner. 


Paragraph 3.a bullet 2 
Current 

The Risk Management Committee and chaired by the Accounting Officer (Municipal 
Manager) shall act as the body at which the corporate risk management plan is reviewed and 
finalized on an annual basis for adoption by Council. Such a body shall also oversee the 
annual risk management process and copies of all Divisional and Departmental Risk 
Management Plans need to be submitted for quality assurance and control purposes to such 
a committee. 

Replace With 

The Risk Management Committee chaired by the Accounting Officer (Municipal Manager) 
shall act as the body at which the Corporate Risk Management Plan is reviewed and finalized 
on an annual basis for adoption by Council. The Risk Management Committee shall oversee 
the Annual Risk Management Process and copies of all Divisional and Departmental Risk 
Management Action & Treatment Plans need to be submitted for quality assurance and 
control purposes to the committee. 

Paragraph 3.b last paragraph 

Current 

The prevention and detection of fraud is therefore management’s responsibility. 

Replace with 

The prevention and detection of fraud is therefore everybody’s responsibility. 

Paragraph 3.d middle paragraph 
Current 

The Internal Audit function should evaluate whether the controls of the focus areas, as set 
out in its Internal Audit plan and which management relies on to manage risks down to 
acceptable levels, are appropriate and functioning as intended (i.e. are they, effective yet 
efficient) and to develop recommendations for improvement and or enhancement. 
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Replace with 

The Internal Audit function should evaluate whether the controls of the focus areas, as set 
out in its Risk Based Internal Audit Plan and which management relies on to manage risks 
down to acceptable levels, are appropriate and functioning as intended (i.e. are they, 
effective yet efficient) and to develop recommendations for improvement and or 
enhancement. 


Paragraph 4.c 
Current 

Accountability is accepted for the risks faced by the Municipality at every level of 
management and is not the responsibility and or function of the Accounting Officer, Executive 
Management Team, Risk Management Unit or that of the Internal Audit function only 

Replace with 

Accountability is accepted for the risks faced by the Municipality at every level of 
management and is not onlythe responsibility and or function of the Accounting Officer, 
Executive Management Team, Risk Management Unit or Internal Audit Unit. 

Paragraph 4.d 

Current 

Risk Management is not an ad hoc, once off, reactive or crisis management process and 
shall be performed in a structured and formal manner at least once a year, every year. It 
should also be done and reviewed in a three year planning cycle basis. 

Replace with 

Risk Management is not an ad hoc, once off, reactive or crisis management process and 
shall be performed in a structured and formal manner at least once a year before February. 
Quarterly informal reviews will be conducted on the Action &Treatment Plans as and where 
applicable. It should also be done and reviewed in a Three Year Planning Cycle basis. 

Paragraph 4.m 

Current 

The Risk Plan should indicate the 3 Year Internal Audit Rolling Plan 

Replace with 

The Risk Plan should inform the 3 Year Internal Audit Rolling Plan 

Paragraph 4.n 
Current 

The Risk Plan should include an Internal Audit Budget in other words how many hours are 
set aside for a specific purpose and a definition of the Audit Scope 

Replace with 

Removed 
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Paragraph 4.o 
Current 

Management is required to submit bi annual reports to the Risk Management Unit assessing 
the current status of their respective control environments. 

Replace with 

Management is required to submit Bi-annual Reports to the Risk Management Unit by 
October & June assessing the current status of their respective control environments. 


Paragraph 5.e 

To add the following: The Municipality’s risk appetite is set at 12, whichmeans that all risks 
with a rating of 12 and higher requires a Treatment and Action Plan. 

12.3 Risk Management Committee Charter: 

Section 3: Standing invitees 

Current 

Risk Officer; 

Replace with 

Manager: Risk, Assets& Insurance 

Section 6: Meetings 
Current 

The Committee shall convene at least twice per year. 

Replace with 

The Committee shall convene quarterly or at least bi-annually. 

12.4 Risk Management Implementation Strategy: 

Schedule: Risk Roll-out Plan 
Current 

ERM Rollout Plan: Broad milestones & timelines 

Replace with 

The Risk Roll-out Plan must be removed as it is contained in the Risk Management Process 
Plan 

12.5 Risk Management Implementation Plan: 

Cover Page: Name of document 
Current 

Risk Management Implementation Plan 
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Replace with 

Name changed to Risk Management Process Plan 

Paragraph 1 
Current 

This document sets out the annual risk management strategy & implementation plan. 

Replace with 

This document sets out the annual risk management process plan. 

Paragraph 2 
Current 

The risk management strategy & implementation plan of TheewaterskloofMunicipality was 
prepared to give effect to the implementation of the risk management policy and strategy and 
sets out all risk management activities planned for the 2010/2011 fiscal year. 


Replace with 

The risk management process plan of TheewaterskloofMunicipality was prepared to give 
effect to the process of risk management and sets out all risk management activities. 

Paragraph 3 

Current 

The development of the Risk Management Implementation Plan has taken into consideration: 

Replace with 

The development of the Risk Management Process Plan has taken into consideration: 

Paragraph 4 
Current 

Detailed Risk Management Implementation Plan: The detailed risk management 
implementation plan is included below. 

Replace with 

That the Detailed Risk Management Implementation Plan be replaced with the Detailed Risk 
Management Process Plan as per Annexure C 
12.5 Policy Regarding Short Term Insurance 

Paragraph 2 

Current 

Insurance Section means the section of the Municipality designated by the Chief Financial 
Officer to be administratively in charge of the short term insurance functions. 


General Public means the general body of mankind or of a nation, state, or community 
including businesses 
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Union means IMATU or SAMWU 


Disciplinary Investigations are ensuring instructions were carried out and that all policies and 
procedures were adhered to. 

Replace with 

Insurance Section means the section of the Municipality designated by the Chief Financial 
Officer to be administratively in charge of the short term insurance functions. 

General Public means the general body of mankind or of a nation, state, or community 
including businesses 

Union means IMATU or SAMWU 

Disciplinary Investigations are ensuring instructions were carried out and that all policies and 
procedures were adhered to. 

Paragraph 3.2 second bullet 

Current 

general public are informed about the correct processes & procedures when filing a claim 
with the Municipality: 

Replace with 

general public are informed about the correct processes & procedures when filing a claim 
with the Municipality; 

Paragraph 4 

Current 

All claims should be directed and addressed to the Municipal Insurance Section at; 

Replace with 

All claims should be directed and addressed to the Municipal Insurance Section at; 

Paragraph 4.1.1 
Current 

The notice must be delivered to the Municipality by hand, registered post, email or fax. Then 
within 90 days after the notice, formalize and quantify your claim. 

Replace with 

The notice must be delivered to the Municipality by hand registered post, email or fax. Then 
within 90 days after the notice, formalize and quantify your claim. 

Paragraph 4.1.2 

Additional 

Please note that the memorandum / statement must be a sworn affidavit 
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Paragraph 4.1.6 
Current 

Quantify your claim and submit ali documentation and photos aiong with the forms above to 
the Municipal insurance section as described in Step 1 above and via the addresses or 
means supplied on page 6 of this document. 


Replace with 

Quantify your claim and submit ali documentation and photos aiong with the forms above to 
the Municipal insurance section as described in Step 1 above and via the addresses or 
means supplied on page 6 of this document. 


Physical Address 
Current 

Physical Address: 

JCC House 
2nd Floor 
27 Qwl Street 
Johannesburg 
2092 

Replace with 

Remove due to numerous changes in physical address 

Section 5.1 
Additional 

Please note that the departmental reports, memorandums & statement must be a sworn 
affidavit 

Pg. 25 Section 9 
Current 

Accountant: Assets 

Replace with 

Manager: Risk, Assets& insurance 
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17. Municipal Manager’s Quality Certificate 


I. HSD WALLACE . Municipal Manager of Theewaterskloof Municipality (WC031). hereby 
certify that the Annual Budget and supporting documentation have been prepared in 
accordance with the Municipal Finance Management Act and the regulations made under the 
Act, and that the annual Budget and supporting documents are consistent with the Integrated 
Development Plan of the Municipality. 


Print Name: HSD WALLACE 

Municipal Manager of: Theewaterskloof Municipality (WC031) 


Signature: 

Date: 29 Maart 2012 


Print Name: SN JACOBS 

Chief Financial Officer of: Theewaterskloof Municipality (WC031 ) 


Signature: 

Date: 29 Maart 2012 
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